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White. Julian M. White and William 
W. Baker. On July 29, 1975 a jury 
had returned guilty verdicts against 
each of these three defendants on 
each charge for which they had been 
indicted. 
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The following releases relate to self-regulatory organiza- 
tion rule proposals and/or adoptions. 


34-12725 
34-12726 


34-12727 
34-12739 


LITIGATION 
LR-7531 SEC v. KENNETH BOVE & CO., INC 
Default judgment of permanent in- 
junction was entered against Ken- 
neth Bove & Co., Inc. based on the 
fact that defendant Bove & Co. had 
failed to file an answer or move with 
respect to the Commission's Com- 
plaint alleging violations of net capi- 
tal provisions. 


LR-7532 





SEC v. Timkin, C.A., et al. Complaint 
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SECURITIES ACT OF 1933 
Release No. 5734/August 20, 1976 


The Securities and Exchange Commission has issued an 
order permanently suspending the Regulation A exemption 
from registration under the Securities Act of 1933, as 
amended, with respect to the offering of short term promis- 
sory notes of Taxpayers Aid Society, Inc. (the “issuer’). 


On June 15, 1976, the Commission temporarily suspended 
the exemption of the issuer, stating that it had reasonable 
cause to believe that: (a) the issuer's Notification and 
Offering Circular contain untrue statements of material facts 
and omit to state material facts necessary in order to make 
the statements made, in light of the circumstances under 
which they are made, not misleading; (b) the terms and 
conditions of Regulation A have not been complied with; (c) 
the offering, if made, would be in violation of Section 17 of 
the Securities Act of 1933, as amended. 


No hearing having been requested by the issuer, within 
thirty days after the entry of the order of temporary suspen- 
sion, the Commission ordered, pursuant to Rule 261 of 
Regulation A of the General Rules and Regulations under 
the Securities Act of 1933, as amended, that the Regulation 
A exemption of the issuer be permanently suspended. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12711/August 23, 1976 


INVESTMENT ADVISER ACT OF 1940 
Release No. 530/August 23, 1976 


Adm. Proc. File No. 3-4862 
In the Matter of 


Donelan, Phelps & Company, Inc. 
7800 Bonhomme Avenue 
Clayton, Missouri 


Donelan-Phelps Investment Advisers, Inc. 
7800 Bonhomme Avenue 
Clayton, Missouri 


Thomas E. Phelps 
61 Overhill Drive 
St. Louis Missouri 


Patrick M. Donelan 
2 Brookside Lane 
St. Louis, Missouri 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer and investment adviser proceedings 
under the Securities Exchange Act and the Investment 
Advisers Act, 'Donelan, Phelps & Company, Inc. (B/D 
registrant), a registered broker-dealer, Donelan-Phelps In- 
vestment Advisers, Inc. (I/A registrant), a registered invest- 
ment adviser, Thomas Phelps, president and treasurer of B/ 
D registrant and I/A registrant, and Patrick Donelan, vice- 
president and secretary of B/D registrant and I/A registrant, 
have submitted an offer of settlement, without admitting or 
denying the allegations in the order for proceedings, which 
the Commission has determined to accept. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that B/D registrant, I/A registrant, 
Thomas Phelps, and Patrick Donelan wilfully violated and 
wilfully aided and abetted violations of Section 17(a) of the 
Securities Act, Section 10(b) of the Securities Exchange Act 
and Rule 10b-5 thereunder, and Sections 206(1), 206(2) 
and 206(3) of the Investment Advisers Act; and that B/D 
registrant, Thomas Phelps, and Patrick Donelan wilfully 
violated and wilfully aided and abetted violations of Section 
17(a) of the Securities Exchange Act and Rules 17a-3 and 
17a-5(n) thereunder, and that it is in the public interest to 
impose the sanctions specified in the offer of settlement. 


Accordingly, it is ordered that: 


(1) The registration as a broker-dealer of Donelan, 
Phelps & Company, Inc. is suspended for a period of 
seven calendar days effective at the opening of busi- 
ness on the second Monday after the date of this 
order. 
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(2) Thomas Phelps is suspended for a period of 30 
calendar days, from association with any broker or 
dealer or investment adviser, effective at the opening 
of business on the second Monday after the date of 
this order. 


(3) Patrick Donelan is suspended for a period of 15 
calendar days, from association with any broker or 
dealer or investment adviser, effective at the opening 
of business on the second Monday after the suspen- 
sion of Thomas Phelps terminates. 


(4) Donelan-Phelps Investment Advisers, Inc. be and 
hereby is censured. 


(5)Donelan-Phelps Investment Adviser Inc. is prohib- 
ited from engaging in any transaction as an invest- 
ment adviser with any person or entity which at the 
time of the transaction is a customer of Donelan, 
Phelps & Company, Inc. 


(6) Donelan, Phelps & Company, Inc. is prohibited 
from engaging in any transaction as a broker or dealer 
with any person or entity which, at the time of the 
transaction is a customer of Donelan-Phelps Invest- 
ment Advisers, Inc. 


(7) Thomas Phelps and Patrick Donelan are prohib- 
ited from directly or indirectly selling to any customers 
of Donelan, Phelps & Company, Inc. or Donelan- 
Phelps Investment Advisers, Inc. any security owned 
beneficially or of record by Thomas Phelps or Patrick 
Donelan or buying from any customer of Donelan, 
Phelps & Company, Inc. or Donelan-Phelps Invest- 
ment Advisers, Inc. any security for the beneficial or 
record ownership of Thomas Phelps or Patrick Done- 
lan, provided however, that Donelan, Phelps & Com- 
pany, Inc. shall not be prohibited from engaging in 
principal transactions with its own customers. 


As a showing of good faith, Donelan, Phelps & Company, 
Inc. undertakes to contribute 1.9% of its net earnings for the 
year ending September 30, 1976, after taxes but before any 
dividends or bonuses to a recipient in accordance with a 
plan to be submitted to and approved by the Commission’s 
staff; further, Thomas Phelps undertakes to contribute his 
combined salary for 45 days, plus 12.3% of all contributions 
made by Donelan, Phelps & Company, Inc. and Donelan- 
Phelps Investment Advisers, Inc. on his behalf to any profit 
sharing, pension or other similar employee benefit plan for 
the fiscal year ending September 30, 1976 to a recipient in 
accordance with a plan to be submitted to and approved by 
the Commission's staff; and Patrick Donelan undertakes to 
contribute his combined salary for 30 days, plus 8.3% of all 
contributions made by Donelan, Phelps & Company, Inc. 
and Donelan-Phelps Investment Advisers, Inc. on his behalf 
to any profit sharing, pension or other similar employee 
benefit plan for the fiscal year ending September 30, 1976 
to a recipient in accordance with a plan to be submitted to 
and approved by the Commission's staff. 


By the Commission. 


George A. Fitzsimmons 
Secretary 











‘In the Matter of Donelan, Phelps & Company, Inc. insti- 
tuted December 3, 1975 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12722/August 20, 1976 


An order has been issued granting the applications of the 
following companies to list the specified securities on the 
New York Stock Exchange, Inc. 


Bell Canada (common shares, $25 (Can.) par value); 

Ford Motor Credit Company (8-5/8% notes; due June 
1, 1986 and 9-1/8% debentures, due June 1, 2001; 
and 

General Finance Corporations (9-1/2% senior notes, 
due June 15, 1984 


These listings have become effective as of August 16, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12723/August 20, 1976 


A notice has been issued giving interested persons until 
August 30 to request a hearing on an application of the 
Boston Stock Exchange for unlisted trading privileges in the 
common stock and other specified security of the following 
companies; 


Albany International Corp. ($1.25 Par Capital); 

Commonwealth Edison Co. ($1.25 Convertible Pre- 
ferred NPB): 

Congoleum Corp.; 

Nalco Chemical Co.; 

Northwest Telecom Lid. ; 

Rio Algom Ltd., and 

Spencer Companies, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12724/August 23, 1976 


The Securities and Exchange Commission has announced 
that the specified securities of the following companies have 
become listed on the following exchanges: 


New York Stock Exchange—Mobile Corporation, common 
stock, $7.50 par value (effective as of August 11, 1976) and 


8-1/2% debentures, due 2001 (effective as of August 11, 
1976); United Technologies Corp., $7.32 cumulative divi- 
dend convertible preferred stock, par value $1 (effective as 
of August 16, 1976); and Varo Inc., common stock, par 
value $.10 per share (effective as of August 14, 1976). 


Pacific Coast Stock Exchange—American Financial Corpo- 
ration, 8-1/2% subordinated debentures, due July 30, 1987 
(effective July 9, 1976). 


Cincinnati Stock Exchange—American Financial Corpora- 
tion, 8-1/2% subordinated debentures, due July 30, 1987 
(effective July 22, 1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12725/August 23, 1976 


In the Matter of 


American Stock Exchange, Inc. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-76-18) 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE AMERICAN STOCK EXCHANGE AND ORDER AP- 
PROVING PROPOSED RULE CHANGE 


Pursuant to Section 19(b)(1) of the Securities Exchange Act 
of 1934, 15 U.S.C. 78(s)(b)(1) (the “Act”), as amended by 
Pub. L. No. 94-29, § 16 (June 4, 1975) notice is hereby 
given that on August 12, 197 the American Stock Exchange, 
Inc. filed with the Commission copies of a proposed rule 
change to amend Exchange Rules 204 and 205 to terminate 
the fixing of differentials charged by Amex odd-lot dealers. 


Publication of notice of the proposed rule change is ex- 
pected to be made in the Federal Register during the week 
of August 23, 1976. Interested persons are invited to submit 
written data, views and arguments concerning the proposed 
rule change. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of Commis- 
sion, Securities and Exchange Commission, 500 North 
Capito! Street, Washington, D. C. 20549. Reference should 
be made to file No. SR-Amex-76-18. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules 
and regulations thereunder applicable to registered national 
securities exchange of Section 6 and the rules and regula- 
tions thereunder. 


Further, the Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after the date 
of publication of notice of filing thereof. This rule filing is 
designed to bring the Amex rules into compliance with the 
requirements of Section 6(e) of the Act and Rule 19b-3 
under the Act. These provisions prohibit securities ex- 
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changes from prescribing fixed rates of commission on 
securities transactions. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change refer- 
enced above be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12726/August 23, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE CHICAGO BOARD OPTIONS EXCHANGE, INC. 


File No. SR-CBOE-76-17 


The Chicago Board Options Exchange Inc. submitted on 
August 9, 1976 a proposed rule change under Rule 19b-4 to 
amend several sections of its Constitution relating to the 
composition of the CBOE’s Nominating Committee and 
Appeals Committee, and to expand the number of subjects 
which may be considered at the Annual Election Meeting of 
the CBOE membership. 


Publication of the submission is expected to be made in the 
Federal Register during the week of August 23, 1976. In 
order to assist the Commission to determine whether to 
approve the proposed rule change or institute proceedings 
to determine whether the proposed rule change should be 
disapproved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-CBOE-76-17. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12727/August 23, 1976 


Adm. Pro. File No. 3-4556 
In the Matter of 


MELVIN SPIELMAN 
42 Joyce Lane 
Woodbury, New York 11797 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act of 1934 (‘Exchange Act’), Melvin Spielman 
(“Spielman”), vice-president and shareholder of S.J. 
Salmon & Co., Inc. (“Registrant”), a registered broker- 
dealer, has submitted an offer of settlement, without admit- 
ting or denying the allegations in the order for proceedings, 
which the Commission has determined to accept. 


On the basis of the order for processing and the offer of 
settlement it is found that: 


1. Spielman wilfully violated and wilfully aided and abetted 
violations of Sections 5 and 17(a) of the Securities Act of 
1933 and Sections 7(c)(1), 10(b), 15(c)(1), 15(c)(2), and 
15(c)(3), of the Exchange Act and Rules 10b-5, 10b-6, 
15c1-3, 15c2-4 and 15c3-1, and Regulation T promulgated 
thereunder. 


2. Spielman wilfully aided and abetted violations of Sections 
15(b) and 17(a) of the Exchange Act and Rules 15b3-1, 
17a-3, 17a-4 promulgated thereunder. 


3. On February 7, 1972 a trustee was appointed for regis- 
trant pursuant to Section 5(b)(3) of the Securities Investor 
Protection Act of 1970 at a time when Spielman was 
associated with registrant as indicated above. 


Accordingly, IT iS ORDERED, that Melvin Spielman be, and 
he hereby is, barred from association with any broker, 
dealer, investment company, or investment adviser provided 
however that Spielman may after six months make applica- 
tion for reassociation with an investment adviser in order to 
enable Spielman to render advice as an offeree representa- 
tive as defined in Rule 146. The above sanctions will 
become effective at the opening of business on the second 
Monday after the date of this Order. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12728/August 23, 1976 
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4 ' 2 


In the Matter of 


DONALD MESSENGER 
26 Lowell Place 
West Orange, New Jersey 


ORDER IMPOSING REMEDIAL SANCTIONS In these bro- 
ker-dealer proceedings under the Securities Exchange Act 
of 1934 (‘Exchange Act’) ‘Donald Messenger (“Messen- 
ger’) a registered representative and sales manager at 
Todd & Co., Inc. (“Registrant”), a registered broker-dealer, 
has submitted an offer of settlement, without admitting or 
denying the allegations in the order for proceedings, which 
the Commission has determined to accept. On the basis of 
the order for proceedings and the offer of settlement, it is 
found that: 


Donald Messenger wilfully violated and aided and abetted 
violations of Section 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Exchange Act and Rule 10b-5 thereun- 
der. 


Accordingly, IT IS ORDERED, that Donald Messenger be, 
and he hereby is, suspended from association with a 
broker-dealer for 30 days. The above sanctions will become 
effective at the opening of business on the second Monday 
after the date of this order. For the Commission by its 
secretary, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





‘In the Matter of Kenneth Bove & Co., Inc., et al., proceed- 
ings instituted June 13, 1974. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12729/August 23, 1976 


In the Matter of 


ARTHUR BOVE 
15 Chelsea Place 
Hempstead, New York 


ORDER IMPOSING REMEDIAL SANCTION 


In these broker-dealer proceedings under the Securities 
Exchange Act of 1934 (‘Exchange Act’) ‘Arthur Bove 
(“Bove”) a registered representative at Kenneth Bove & 
Co., inc. (‘registered’), a registered broker-dealer, has 
submitted an offer of settlement, without admitting or deny- 
ing the allegations in the order for proceedings, which the 
Commission has determined to accept. On the basis of the 
order for proceedings and the offer of settlement, it is found 
that: 


1. Bove wilfully violated and wilfully aided and abetted 
violations of Sections 5 and 17(a) of the Securities Act of 


1933 and Section 10(b) of the Exchange Act and Rule 10b- 
5 promulgated thereunder. 


2. Bove wilfully aided and abetted violations of Section 17(a) 
of the Exchange Act and Rules 17a-3 and 17a-4 promul- 
gated thereunder. 


Accordingly, IT IS ORDERED, that Arthur Bove be, and he 
hereby is, barred from association with a broker-dealer 
provided however that after 18 months he be permitted to 
make application for reassociation in a supervised capacity. 
The above sanctions will become effective at the opening of 
business on the second Monday after the date of this order. 


For the Commission, by its secretary pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





‘In the Matter of Kenneth Bove & Co., Inc., et al., proceed- 
ings instituted June 13, 1974. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12730/August 24, 1976 


An order has been issued granting the application of Ray- 
bestos-Manhattan, Inc. for listing and registration of its 
common stock, par value $12.50 per share on the New York 
Stock Exchange, Inc. The listing is effective as of August 2, 
1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12731/August 24, 1976 


An order has been issued granting the application of the 
Philadelphia Stock Exchange, Inc. for unlisted trading privi- 
leges in the securities of the companies as follows: 


MCA, Inc., common stock, no par value; 

Utah International, Inc., common stock, $2 par value; 
and 

Wang Laboratories, Inc., Class B common stock, 50¢ 
par value 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12732/August 24, 1976 
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Administrative Proceeding File No. 3-5059 
In the Matter of 


SOUTHEAST ACQUISITION COMPANY, 
successor by merger to 
PALMER BANK CORPORATION 


Application Pursuant to Section 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until September 13, 1976 to 
request a hearing on an application by Southeast Acquistion 
Company, successor by merger to Palmer Bank Corpora- 
tion (the “Applicant’), pursuant to Section 12(h) of the 
Securities Exchange Act of 1934 for an order exempting the 
Applicant from filing with respect to Palmer Bank Corpora- 
tion (“Palmer”) an annual report on Form 10-K for the year 
ended December 31, 1975 and all other reports required to 
be filed pursuant to Sections 13 or 15(d). 


Palmer was a bank holding company with subsidiary banks 
located in Florida. On January 15, 1976 Palmer was merged 
into Southeast Acquisition Company, a wholly-owned sub- 
sidiary of Southeast Banking Corporation. There is no 
longer any trading activity in Palmer’s securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12733/August 25, 1976 


in the Matter of 


BOSTON COMPANY INSTITUTIONAL INVESTORS, INC. 
(801-6829) 


JOHN W. BRISTOL CO., INC. 
(801-4726) 


RAYMOND L. DIRKS 


DREYFUS SPECIAL INCOME FUND, INC. 
(811-2209) 


MANNING NAPIER 
(801-6611) 


TOMLIN, ZIMMERMAN PARMELEE, INC. 
(801-8853) 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities Ex- 
change Act of 1934, the Investment Advisers Act of 1940 
and the Investment Company Act of 1940, against Boston 
Company Institutional Investors, Inc. of Boston, Massachu- 
setts, John W. Bristol & Co., Inc., Raymond L. Dirks, 
Dreyfus Special Income Fund and Tomlin, Zimmerman & 
Parmelee, Inc., all of New York City, and Manning Napier 
of Rochester, New York. 
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The proceedings are based upon staff charges of violations 
of the anti-fraud provisions of the federal securities laws 
arising from sales of securities of the Equity Funding 
Corporation of America (“Equity Funding’), allegedly on the 
basis of non-public material information. 


The order alleges that in March, 1973, Raymond L. Dirks, a 
New York securities analyst, obtained material non-public 
information concerning the affairs and business of Equity 
Funding, including, but not limited to, information 


(a) that Equity Funding had issued and was carrying 
on its books and records fictitious life insurance 
policies and supporting records relating to such poli- 
cies; 


(b) that Equity Funding had been carrying on its books 
and records fictitious assets and earnings; 


(c) that Equity Funding had publicly issued false and 
fraudulent statements of insurance premium income; 


(d) that Equity Funding had publicly issued false and 
fraudulent financial statements; and 


(e) that officers and employees of Equity Funding had 
engaged in the fraudulent schemes and courses of 
conduct as set forth in subparagraphs (a) through (d) 
above. 


The order further alleges that Dirks conveyed this non- 
public information to institutional shareholders and invest- 
ment advisers, including the respondent registrants, who 
then sold or directed the sale of large blocks of Equity 
Funding securities without disclosing such information to the 
purchasers of said securities. 


A hearing will be scheduled by further order to take evi- 
dence on the staff allegations, to afford the respondents an 
opportunity to offer any defenses to the allegations and to 
determine whether any action of a remedial nature should 
be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12734/August 25, 1976 


An order has been issued granting the applications of the 
following companies to list the specified securities on the 
following stock exchanges: 


New York Stock Exchange, Inc.—National Mine Service 
Company, common stock, $1.00 par value (effective as of 
August 10, 1976); Buttes Gas Oil, Co., common stock, 
(without par value) and 5'/2% convertible subordinated 
debentures, due 1988 (effective as of August 10, 1976. 


American Stock Exchange, Inc.—Gates Learjet Corpora- 
tion, common stock, $1 par value (effective as of August 11, 
1976. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12735/August 25, 1976 


A notice has been issued giving interested persons until 
September 8 to request a hearing on applications of the 
Philadelphia Stock Exchange for unlisted trading privileges 
in the common stock of the following companies: 


Coit Industries, Inc. 

Gould, Inc. 

Inmont Corporation 

McDermott (J. Ray) & Co., Incorporated 
Nicor, Inc. 

MGIC Investment Corporation (Wisconsin) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12736/August 25, 1976 


Administrative Proceeding 
File No: 3-5069 


In the Matter of 


AMPEX CORPORATION 
401 Broadway 
Redwood City, California 94063 


ORDER INSTITUTING PROCEEDINGS AND OPINION 
AND ORDER OF THE COMMISSION 


The Commission, following an investigation, deems it ap- 
propriate that proceedings be instituted pursuant to Section 
15(c)(4) of the Securities Exchange Act of 1934, as 
amended (‘Exchange Act”),’ with respect to Ampex Corpo- 
ration (‘Ampex’) filings with the Commission. The filing and 
resolution of these proceedings should not be deemed to 
affect the right of the Commission to institute appropriate 
proceedings against any other person or entity in this 
matter. 


Ampex, simultaneously with the institution of these proceed- 
ings, has submitted, solely for the purposes of these pro- 
ceedings, an undertaking which would serve to conclude 
these proceedings with the issuance of a final Order, to 
which it consents. 


The Commission has determined that it is appropriate and 
in the public interest to accept the undertaking of Ampex 
and accordingly is issuing this Order. 


|. FINDINGS 


A. Ampex was incorporated in California in 1946, with its 
principal offices located at 401 Broadway, Redwood City, 
California. Ampex is engaged in the business of, among 
other things, manufacturing magnetic tape and magnetic 


recording equipment, and in addition, manufacturing and 
marketing pre-recorded and blank tape for consumer use. 
Ampex's securities have been continuously registered with 


the Commission pursuant to Section 12 of the Exchange Act 
since 1959. 


B. As of May 1, 1976, Ampex had 10,855,178 shares of its 
common stock outstanding, held by approximately 35,000 
shareholders. Ampex also had 60,000 convertible subordi- 
nated debentures outstanding as of that date. Ampex’s 
common stock is listed for trading on the New York and 
Pacific Stock Exchanges. Ampex’s convertible subordinated 


debentures are listed for trading on the New York Stock 
Exchange. 


C. For the fiscal year ending May 1, 1971, Ampex’s consoli- 
dated financial statements reflected current assets of ap- 
proximately $263 million and reported a loss for the fiscal 
period of approximately $12 million. For the fiscal year 
ending April 29, 1972, Ampex’s consolidated financial state- 
ments reflected a loss for the fiscal period of approximately 
$89.7 million. 


D. On July 30, 1971, Ampex filed with the Commission a 
report on Form 10-K which contained financial statements 
for the fiscal year ended May 1, 1971. 


1. This report did not disclose, among other things, 
that: 


a. Ampex was obligated to pay royalty guaran- 
tees totalling in excess of $80 million to record 
companies for rights to make and sell prere- 
corded music tapes. In addition, certain of these 
obligations further required Ampex to make roy- 
alty payments above and beyond these guaran- 
tees. These additional royalty payments were 
based upon record company sales over which 
Ampex had no control. 


b. Ampex was Selling substantial amounts of 
prerecorded tapes which were improperly ac- 
counted for as “degaussed” or erased tapes to 
avoid payment of royalty fees. 


2. The report: 


a. Understated by several millions of dollars 
provisions for losses arising from royalty con- 
tracts. 


b. Overstated income due to inadequate credit 
allowances for returned tapes. 


c. Understated by several millions of dollars the 
allowances for doubtful accounts receivable. 


E. On September 15, 1971 and on December 17, 1971, 
Ampex filed with the Commission reports on Form 10-Q 
which contained financial information for the periods ending 
July 31, 1971 and October 30, 1971, respectively. Each of 
these reports overstated income because: 


1. Substantial amounts of sales of tapes which had 
not in fact occurred were reflected in income. 
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2. Credit allowances for returned tapes were inade- 
quate. 


3. Losses arising from the royalty contracts were 
understated. 


4. Allowances for doubtful accounts receivable were 
understated. 


ll. OTHER CIRCUMSTANCES 


Ampex has requested that the Commission consider the 
following circumstances: 


A. In the fall of 1971, the outside directors of Ampex lost 
confidence in management, and, on November 9, 1971, a 
change in management was effected. 


B. The following are some of the policies, practices and 
procedures which Ampex has instituted since the change in 
management on November 9, 1971 relative to the integrity 
of its accounts and of its reporting process: 


1. Ampex has maintained the independent audit com- 
mittee composed of outside directors which was es- 
tablished in July of 1971 and which reviews, on a 
continuing basis, matters relating to the financial re- 
porting and accounting practices of Ampex and meets 
regularly with the independent auditors. 


2. Ampex has strengthened and maintained an effec- 
tive internal audit group established in June, 1972 
which reviews, on a continuing basis, the quality of 
Ampex’'s internal financial controls, and is available to 
assist the independent audit committee and report to 
it on request. 


3. Under the supervision of the Chief Executive Offi- 
cer or his designee, Ampex, between 1972 and 1974, 
established the following policies, practices and pro- 
cedures: 


a. Procedures whereby divisional controllers re- 
port regularly in writing to division managers 
and to the corporate controller; 


b. The policy of expanding the use of electronic 
data processing equipment for making and veri- 
fying internal accounting records; 


c. Procedures to insure that contracts and other 
commitments of Ampex involving significant ex- 
penditures or commitments of funds are re- 
viewed by the Chief Executive Officer or his 
designee and, pursuant to guidelines estab- 
lished by the Board of Directors, by the Board; 


d. The policy of continuing review of the credit 
contro! function of Ampex, including regular 
review and re-evaluation of accounts receivable 
and careful review of credit practices; and 


e. The policy of maintaining and reviewing on a 
continuing basis, both internally and with its 
independent auditors, detailed manuals of ac- 
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counting practices and procedures so as to 
permit uniform accounting treatment of similar 
items. 


4. Ampex established in 1972 the policy of having the 
Chief Executive Officer review with the independent 
auditors all releases of quarterly and annual financial 
information prior to their dissemination. 


lll. ORDER 


In view of the foregoing, the Commission deems it appropri- 
ate in the public interest to accept the offer of settlement of 
Ampex and accordingly it is hereby ordered that such 
proceedings be and they hereby are instituted and further, 
the Commission accepts the undertaking of Ampex to: 


A. Continue to maintain the policies, practices and proce- 
dures which Ampex has adopted as described in Section B 
of Part II of this Order, review such policies, practices and 
procedures on a continuing basis and make only such 
modifications therein or additions thereto as may be 
deemed necessary or desirable to maintain and improve the 
integrity of Ampex's accounts and of its financial reporting 
process. 


B. File a copy of this Order with the Commission on Form 8- 
K and mail it to shareholders upon request. 


C. Comply promptly and fully in all material respects with 
the requirements of the Exchange Act, including the report- 
ing, dissemination of information, proxy and anti-fraud re- 
quirements thereof. 


By the issuance of this Order, the Commission terminates 
this matter. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





' Section 15(c)(4) of the Exchange Act provides in part that 
if the Commission finds after notice and opportunity for 
hearing that any person subject to the provisions of Section 
12, 13 or subsection (d) of Section 15 of this title or any rule 
or regulation thereunder has failed to comply with any such 
provision, rule or regulation in any material respect, the 
Commission may publish its findings and issue an order 
requiring such person to comply with such provision or such 
rule or regulation thereunder upon such terms and condi- 
tions and within such time as the Commission may specify 
in such order. 
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ORDER AND STATEMENT OF REASONS DISAPPROV- 
ING PROPOSED RULE CHANGES BY THE NEW YORK 
STOCK EXCHANGE, INC. 


These are proceedings pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (the “Act’), 15 U.S.C. 
78s(b), as amended by the Securities Acts Amendments of 
1975 (the “1975 Amendments’),' to determine whether to 
disapprove Rules 309 and 310 as proposed by the New 
York Stock Exchange, Inc. (the “NYSE"). Section 19(b) of 
the Act provides that, with respect to any proposed ex- 
change rule filed under Section 19(b)(1), the Commission 
shall publish notice of the proposed rule and give interested 
persons an opportunity to submit written data, views and 
arguments. Thereafter, the Commission either approves the 
proposed rule change or institutes proceedings to determine 
whether the proposed rule change should be disapproved. 
On March 11, 1976, the Commission gave notice of the 
filing of proposed NYSE Rules 309 and 310 and instituted 
these proceedings.? 


Proposed NYSE Rule 309 would have prohibited an NYSE 
member organization from having as a parent a non-United 
States person unless the NYSE determined that broker- 
dealers domiciled in the United States (or their subsidiaries) 
could obtain similar access to securities exchanges under 
the laws and policies of that person's domicile or principal 
place of business or both. Proposed NYSE Rule 310 would 
have prohibited a member organization from functioning as, 
or controlling, being controlled by, or being under common 
control with, a person conducting commercial banking oper- 
ations within the United States.? 


Interested persons were invited to submit written data, 
views, and arguments, including views as to whether an 
opportunity for oral presentation of data, views, and argu- 
ments should be accorded, and to submit a rebuttal to any 
other person's submission.4* Of the six submissions re- 
ceived, four offered views in opposition to, and two offered 
views in support of, the proposed rules. No one suggested 
that an opportunity for oral presentation of data, views, and 
arguments should be accorded.°® 


On the basis of the original filings made by the NYSE and 
the submissions made in response to the notice of these 
proceedings, the Commission has adhered to its initial view 
that the grounds outlined in the notice of these proceedings 
principally concern matters of legal interpretation of the Act.® 
The Commission has determined, moreover, that it would 
not be appropriate, particularly in the absence of any 
request to the contrary, to extend these proceedings by now 
providing an opportunity for oral presentations. Accordingly, 
the Commission has concluded these proceedings. 


Section 19(b)(2) provides that the Commission shall ap- 
prove a proposed rule change of a self-regulatory organiza- 
tion if it finds the rule change to be consistent with the 
requirements of the Act and the rules and regulations 


thereunder applicable to such organization. The Commis- 
sion is required to disapprove a proposed rule change of a 
self-regulatory organization if it does not make that finding. 
After considering the original filings and all submissions, the 
Commission has not found, for the reasons set forth herein, 
that the proposed NYSE rules are consistent with the 
requirements of the Act and the rules and regulations 
thereunder applicable to the NYSE. Consequently, the com- 
mission has disapproved them.’ 


1. Background 


Proposed NYSE Rules 309 and 310 are the product of an 
intensive effort by the NYSE over the last several years to 
adapt its membership policies to a changing environment in 
the financial sector, both in the United States and abroad. 
The “foreign membership" and “bank’ issues raised by 
proposed NYSE Rules 309 and 310 respond to that chang- 
ing environment and are interrelated. The interrelation is 
due in part to differences among the structures of the 
financial sector in the United States, on the one hand, and 
certain foreign countries (for example, continental Europe 
and Japan), on the other. In continental Europe, banks 
frequently conduct both commercial and investment banking 
activities and also perform a variety of agency services for 
their customers; “Edge Act” subsidiaries of United States 
commercial banks operating in those countries also engage 
in both types of business.® In the United States, by contrast, 
commercial banks have only recently begun competing 
substantially for various kinds of securities-related busi- 
nesses which by law, custom and practice have traditionally 
been the preserve of other types of institutions. 


The structural difference between the financial sector in the 
United States and that of most European countries is in 
some measure the result of legislation enacted in this 
country. The Banking Act of 1933 (the “Glass-Steagall Act’) 
has now been in effect over 40 years and generally prohibits 
national banks and member banks of the Federal Reserve 
System from “dealing” in corporate securities; it also forbids 
those engaged in an investment banking business from 
accepting deposits subject to check or to repayment on 
demand.° It has had the practical effect of dividing certain 
finacial service markets between the investment banks and 
broker-dealers, on the one hand, and the commercial banks 
on the other. 


There has been an anomaly, however, in the interpretation 
and administration of the Glass-Steagall Act with respect to 
United States broker-dealers which are affiliated with certain 
commercial banks. In the case of several foreign entities, 
commercial banking has been done through a state char- 
tered bank subsidiary (or the foreign parent opens an 
agency, branch, or representative office licensed under 
state law), without joining the Federal Reserve System, 
while another United States affiliate conducts an investment 
banking business. That result has been permitted to de- 
velop over the years in the interpretation and application of 
the banking laws with respect to foreign entities even 
though in practice no substantial American commercial bank 
has been able to achieve the same result.'° This disparity in 
treatment, favoring foreign entities over domestic ones, has 
been the catalyst for several legislative proposals for its 
correction and at the same time has caused increased 
controversy as to the appropriate scope of securities activi- 
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ties to be permitted to commercial banks under the national 
banking laws."' 


The securities industry's self-regulatory organizations have 
responded in varying ways to the foreign membership issue. 
For several years, there has been a dichotomy in the 
treatment of foreign controlled broker-dealers by national 
securities exchanges (‘exchanges’) and the National Asso- 
ciation of Securities Dealers, Inc. (the “NASD”). The NYSE 
and the American Stock Exchange traditionally had mem- 
bership requirements which, among other things, consid- 
ered the nature of the controlling person of an applicant (the 
“parent test’).'12 On the other hand, regional exchanges and 
the NASD allowed membership to United States affiliates of 
foreign broker-dealers; while the NASD has adopted a 
variety of rules classifying its members for different pur- 
poses, it has not thought it necessary to impose special 
requirements for members affiliated with foreign entries.'% 


The foreign membership issue, because of its relationship to 
the bank question, has domestic implications since it is 
believed to bear directly on questions concerning the appro- 
priate scope of securities activities by domestic commercial 
banks within the United States. If broker-dealers controlled 
by foreign commercial banks are permitted to join the 
NYSE, it is asserted, United States commercial banks will 
inevitably believe themselves entitled, or perhaps compelled 
by fiduciary principles, to apply for membership on ex- 
changes, either directly or through affiliates. That, coupled 
with new activities of commercial banks, could accelerate 
the evoluation currently under way of customs that grew up 
with the enactment of the Glass-Steagall Act and would 
increase competition in the financial services sector of the 
economy.'4 


It is the bank and foreign membership issues that the NYSE 
sought to address in its proposed Rules 309 and 310. 
During the process that ied to the NYSE’s development of 
the policies reflected in its proposed rules, the enactment of 
the 1975 Amendments changed dramatically the context in 
which the NYSE’s policies and its proposed rules must be 
viewed by the Commission.'S Nevertheless, the NYSE did 
not alter the focus of its proposals, which are discussed 
below. 


2. Purpose of Rule 309 


The NYSE indicated that the purpose of proposed NYSE 
Rule 309 was to permit foreign-controlled broker-dealers to 
become members of the NYSE'® and to provide an incen- 
tive, through a policy of “mutual nondiscrimination,” for 
nations currently discriminating against United States bro- 
ker-dealers (or their subsidiaries) to revise their policies to 
permit comparable access to their securities exchanges. 
Essentially, the NYSE has argued that it and other ex- 
changes should be authorized and indeed required, as a 
matter of national policy, to regulate foreign-controlled firms’ 
access to United States exchange markets by reference to 
the ability of United States broker-dealers to obtain access, 
directly or through subsidiaries, to foreign securities ex- 
changes. 


The application of the 1975 Amendments to the NYSE's 
membership policies is discussed below. At this point, 
however, several things should be said about certain policy 
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considerations raised by the NYSE’s proposed national 
policy: 


(1) The NYSE’s policy has a basic equitable appeal; it is 
not, for example, immediately apparent why United States 
exchanges should be directly accessible to non-United 
States persons while foreign securities exchanges are with- 
holding access from United States persons. Furthermore, 
the NYSE’s development of a mutual nondiscrimination 
policy was a very constructive initiative on its part.'7 Not 
only did the NYSE indicate that it had taken the lead by 
offering to ameliorate the formulation of its long standing 
exclusionary policy, thus suggesting the possibility that it 
would open up its market to foreign broker-dealers, but also 
it urged at meetings of the Federation Internationale de 
Bourses de Valeurs, the international organization of stock 
exchanges, that policies be developed to encourage greater 
internationalization of capital markets.'® If every foreign 
country had policies the effect of which was to increase 
opportunities for access, progress could be made in promot- 
ing the efficiency of all securities markets; and it seems 
clear that securities markets of all types will, increasingly, 
have to be responsive to international factors. 


(2) The NYSE has cogently argued that, in many important 
foreign countries, direct access to securities exchanges is 
effectively prohibited to United States controlled firms and 
that, in some countries, there have recently been tenden- 
cies towards greater protectionism rather than greater liber- 
alization of access to exchanges.'9. The NYSE indicates 
that, in some cases, exclusionary rules are the conse- 
quence of deliberate government policy and, in others, a 
result of privately inspired, anti-competitive initiatives not 
checked by appropriate governmental intervention. Finally, 
the NYSE contends that some of the barriers to access in 
foreign countries may well constitute violations of interna- 
tional treaties.2° 


Since various types of mutual nondiscrimination policies are 
commonly used in international negotiations of tariffs and 
trade policies, the widespread use of exclusionary rules in 
foreign countries strengthens the appeal of a policy of 
mutual nondiscrimination as a plausible first step towards 
internationalization of capital markets and the removal! of 
artificial barriers. At the same time, however, certain other 
factors should be noted. First of all, the NYSE's approach to 
mutual nondiscrimination, which has naturally only related to 
access by United States persons to foreign stock ex- 
changes, has necessarily a narrower focus than may be 
appropriate in many international contexts. While access to 
securities exchanges has been a relatively important part of 
the securities business in the United States, securities 
exchanges are a far less important part of an overall 
securities business in many foreign countries and, accord- 
ingly, direct access to many foreign exchanges may be a 
privilege to which few United States firms currently aspire.?! 
As a result, the NYSE’s policy may not, even if successful, 
contribute substantially to the achievement of real parity of 
treatment for United States persons, once different ways of 
doing business in foreign countries are taken into account. 
Furthermore, many United States firms, even if not wel- 
comed as members of local stock exchanges, have for 
many years enjoyed fairly wide access to institutional deal- 
ings in many foreign countries. 
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Secondly, even though the barriers to access by United 
States persons are quite explicit in some cases,?? the 
barriers may in other cases be practical ones founded on 
considerations other than restricting access. Since many of 
those considerations may reflect foreign governmental poli- 
cies, the NYSE's role as a private organization limits its 
effectiveness in obtaining revisions or refinements so as to 
avoid unnecessary restrictive Consequences that are only 
collateral to valid regulatory objectives.2? The NYSE may 
have only a limited basis on which to analyze the various 
different policies of foreign countries which have the practi- 
cal effect of restricting access by United States persons and 
to separate those adopted for restrictive, anti-competitive 
purposes from those founded on regulatory considerations 
which are valid in those countries. 


Thirdly, direct analogies to mutual nondiscrimination policies 
in other areas, such as trade policies, whatever effective- 
ness those policies may have in those areas, seem; in the 
final analysis, unsound where applied to the securities 
markets. Independent professional participants in markets 
are not denied access by decisions to impose restrictive 
tariffs or quotas. And there is no evidence to suggest that 
domestic markets, qua markets, are benefited by restricting 
access to them. In fact, rejecting restrictions on the accessi- 
bility of United States securities markets to foreign persons 
may, in the long term, give United States securities markets 
a competitive advantage over protected foreign markets that 
remain isolated from the internationalization of capital mar- 
kets generally. Rejection of such restrictions may also 
reduce the risk of retaliation against the status of United 
States broker-dealers currently doing business abroad. 


Leading economists reject the concept of reciprocity as a 
desirable national economic policy for the United States with 
regard to access to United States securities markets.24 The 
Department of the Treasury (“Treasury”) has followed an 
“open door” policy with respect to investment by foreigners 
in this country and investment by United States persons 
abroad, subject only to measures necessary to protect 
national security interests. It seeks to gain international 
acceptance of the principle that foreign investors should be 
given national treatment, that is, they should be treated 
equally with domestic investors once they are established in 
the host country; and it is the Treasury's policy that govern- 
ments should play a neutral role in the investment process, 
offering no special incentives or disincentives to inward or 
outward investment. To the extent that barriers to United 
States broker-dealer access to foreign markets exist, the 
Treasury believes that there is a greater chance of obtaining 
their elimination by maintaining a policy of open access by 
foreign persons to United States capital markets.25 Accord- 
ingly, the Treasury has indicated that proposed NYSE Rule 
309 would be inconsistent with United States policy.76 


In the final analysis, the federal securities laws require that 
the Commission exercise independent responsibility for the 
administration of those laws. The Commission, while cogni- 
zant of public policy positions developed elsewhere in the 
government, is charged with the duty of formulating and 
implementing policies and objectives in a manner consistent 
with the purposes of the federal securities laws. Exchanges 
are required by the Act to serve the public interest and to 
protect investors; their existence as self-regulatory organi- 
zations, subject only to limited governmental oversight, has 


been predicated on their ability to promote the efficiency of 
transactions in securities and to reduce the need for more 
direct governmental supervision over the functioning of the 
financial services sector.?’ In light of the 1975 Amendments, 
it is plain that the Congress has determined that free access 
to securities markets is henceforth to be a fundamental 
principle of the federal securities laws. As a general rule, 
barriers to access to any securities market place burdens on 
competition which can only be justified where there is an 
indication that there are countervailing policy considerations 
under the Act.28 


The Commission's experience over the last decade reflects 
relatively few regulatory or enforcement problems with for- 
eign-controlled broker-dealers concerning their United 
States activities in the over-the-counter markets or on 
certain United States exchanges.?? Accordingly, on consid- 
ering the data, views, and arguments presented to date, it 
does not now appear appropriate to classify United States- 
controlled broker-dealers separately on the basis of antici- 
pated enforcement problems. In fact, for the moment, the 
Commission hopes that the great majority of foreign-con- 
trolled firms will satisfactorily adapt to the regulatory meas- 
ures imposed under the federal securities laws. 


Nonetheless, there are two potential problem areas in 
meshing United States securities regulation with a poten- 
tially greater role for foreign-controlled firms. First, the Act 
has always required that the Commission exercise jursidic- 
tion over “associated persons.” As that term is now defined 
in Section 3(a)(18) (in the case of broker-dealers) and (21) 
(in the case of exchange members), it includes all persons 
who control, are controlled by, or are under common control 
with a broker-dealer or a member. Until quite recently 
(particularly in the case of exchange members), controlling 
persons were generally United States persons engaged in 
the securities business so that the Commission's jurisdic- 
tion, which is clear as a matter of law, was readily enforcea- 
ble. Recently, however, broker-dealer subsidiaries of enter- 
prises not principally engaged in the securities business, 
including foreign-controlled broker-dealers, have prolifer- 
ated; that phenomenon may create new problems, or exac- 
erbate old ones, in view of the practical limitations on the 
Commission's ability to enforce the federal securities laws 
with respect to conduct originating abroad. 


Secondly, foreign traditions and customs, some of which 
have the force of law, may continue to impede to some 
degree the accomplishment of the Act’s purposes and 
requirements. Increased activity by foreign-controlled bro- 
ker-dealer subsidiaries may be expected to lead to in- 
creased need for specific disclosures as to beneficial own- 
ership of and investment discretion with respect to equity 
securities (see, e.g., Section 13(d), 13(f), 14(d) and 16(a)). 
Furthermore, the Act authorizes the Commission and the 
exchanges to inspect underlying records of broker-dealers 
and all their associated persons where appropriate to en- 
force compliance with applicable provisions of the Act, the 
rules and regulations thereunder and exchange rules. 


Because of so-called sectecy laws or for any other 
reason, there may be additional problems for foreign institu- 
tions to comply with the requirements of the Act. For 
example, as an initial step, the Commission has proposed 
an amendment to Securities Exchange Act Rule 17a- 
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3(a)(9), providing for all broker-dealers to obtain from their 
customers an agreement to disclose beneficial ownership to 
the Commission.°° 


3. Purpose of Rule 310 


The NYSE has indicated that the purpose of proposed 
Rule 310 is to exclude broker-dealers associated with 
domestic commercial banks from NYSE membership. The 
effect of the 1975 Amendments on the NYSE'’s objective is 
discussed below, along with the application of the 1975 
Amendments to proposed NYSE Rule 310. At this juncture, 
however, several points should be noted concerning the 
purposes of the NYSE’s proposed rule. As indicated above, 
there has been some confusion about the application of the 
prohibitions of the Glass-Steagall Act to subsidiaries of 
foreign banks (which frequently do both commercial and 
investment banking), and specifically the Glass-Steagall 
prohibition on commercial banks’ ‘dealing’ in corporate 
securities. In addition, substantial concern is currently being 
focused on the recent tendency of United States commer- 
cial banks to expand the types of securities-related invest- 
ment services they sponsor and offer to their customers. 


In particular, banks have marketed various types of 
brokerage services (such as dividend reinvestment plans or 
automatic investment services), and have offered various 
kinds of investment advisory services, to banking customers 
or to prospective banking customers. While banks have 
customarily offered accommodation brokerage services 
and, through trust departments, have offered extensive 
securities services of all kinds to larger customers, the 
recently more aggressive retail merchandising by banks of 
their securities services has been a source of considerable 
anxiety to competitors in that part of the financial services 
sector. Also, bank activities at the wholesale end of the 
spectrum, such as arranging privately placed financings, 
customarily thought of as merchant banking even when 
done on a purely agency basis, have disturbed other 
participants in the financial services sector. As noted earlier, 
those trends have, among other things, raised questions as 
to the appropriateness of certain limited exclusions of banks 
from the direct regulatory jurisdiction of the Commission and 
the consistency of those exclusions with the protection of 
investors and the other purposes of the Act.?! 


The NYSE has stated its belief that, in the absence of a 
rule such as proposed NYSE Rule 310, certain United 
States bank affiliates could become members of the NYSE. 
The NYSE has argued that, as an appropriate exercise of its 
self-regulatory responsibilities with respect to the NYSE 
market, it should strive to accomplish the purposes of the 
Glass-Steagall Act, and to resolve anomalies in its interpret- 
ation, through adjustments in the NYSE membership rules. 
In the NYSE's view, the Glass-Steagall prohibition on com- 
mercial banks’ “dealing” in corporate securities should be 
taken to mean that a combination of commercial banking 
and brokerage activities is prohibited, for all United States 
commercial banks which were not NYSE members before 
the enactment of the Glass-Steagall Act. Accordingly, pend- 
ing legislative resolution of the federal banking laws,°? the 
NYSE proposes, under the authority of the federal securities 
laws, to adopt prohibitions on brokerage conducted with 
direct access to the NYSE by banks which were not NYSE 
members before July 16, 1933. 
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Questions of the interpretation of the Glass-Steagall Act 
and the NYSE’s position have also been addressed by 
agencies of the United States Government. The Comptroller 
of the Currency, who is charged in the first instance with the 
administration of the Glass-Steagall Act, has approved the 
offering of automatic investment services by national banks; 
his view is being challenged by the NYSE.°3 The Treasury, 
acting on behalf of the Administration, has urged that, 
assuming there is uncertainty as to the validity of the 
premise that Glass-Steagall prohibits domestic banks (or 
their affiliates) from joining exchanges, the boundaries of 
Glass-Steagall should not now be clarified through adminis- 
trative interpretation.%4 


In the final analysis, the policies reflected in the Glass- 
Steagall Act will be more fully, and more properly, inter- 
preted and implemented by the Federal Government than 
they will by the NYSE through adjustments in its member- 
ship rules. As noted above, the extent of the current 
prohibitions of the Glass-Steagall Act is being litigated. If, as 
the NYSE argues, bank brokerage services such as auto- 
matic investment plans are prohibited under Glass-Steagall, 
then it should also be the case that exchange membership 
for bank affiliates will be found to be inappropriate under the 
federal banking laws. Furthermore, notwithstanding the 
meaning ultimately attributed to Glass-Steagall by the 
courts, Congress is currently reviewing economic regulation 
of the financial services sector provided by the current 
governmental structure and may arrive at new solutions or 
confirm court interpretations.35 In any event, those are 
matters principally concerning the direct regulation of the 
banking system, as such, and the related bank regulatory 
statutes, over which the bank regulatory agencies have 
principal administrative responsibility. 


4. The 1975 Amendments 


Before the 1975 Amendments, Section 6 of the Act did 
not provide particularized standards for exchange rules. So 
far as federal regulation of exchanges under the Act was 
concerned, an exchange was in substance required to 
agree to comply with the Act and the rules and regulations 
thereunder, to enforce compliance, so far as within its 
powers, by its members, and to have rules providing for the 
disciplining of members for conduct inconsistent with just 
and equitable principles of trade. It was provided specifically 
that the Act was not to be construed to prevent any 
exchange from adopting and enforcing any rule not incon- 
sistent with the Act.3¢ 


The 1975 Amendments revised the staiutory framework 
established in 1934 by amending Section 6 to set forth a 
comprehensive set of standards for exchanges (including 
standards for membership), by providing for the Commis- 
sion to define the scope of exchange regulation and by 
explicitly requiring the Commission to balance regulatory 
and competitive considerations carefully.2’ Section 6(b) of 
the Act now sets forth requirements for any exchange 
applying for registration as a national securities exchange.°® 
After registration, an exchange is required, under Section 
19(b), to submit proposed rule changes to the Commission 
for a determination that they are consistent with the Act and 
the rules and regulations thereunder applicable to the 
exchange.?9 In the Commission's view, a rule change pro- 
posed by an exchange would not be consistent with the Act 
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and the rules and regulations thereunder if, among other 
things, the Commission could not make the determinations 
required under Section 6(b) of the Act with respect to the 
rules of an exchange which included the proposed rule 
change before registration of the exchange.*° 


In announcing these proceedings, the Commission gave 
notice of the following grounds for disapproval of proposed 
NYSE Rules 309 and 310: 


(a) they appeared to impose limitations on membership 
not found in Section 6(b)(2) and not authorized by Section 
6(c) of the Act;41 


(b) they appeared, contrary to Section 6(b)(5), to impede 
the mechanism of a free and open market, restrict access to 
the NYSE, discriminate between brokers and dealers and 
regulate matters not related to the purposes of the Act or 
the administration of the NYSE; and 


(c) they appeared, by restricting access, to impose bur- 
dens on competition not justifiable, pursuant to Section 
6(b)(8), as necessary or appropriate in furtherance of the 
purposes of the Act. 


5. Membership Standards 


The provisions of the 1975 Amendments governing ex- 
changes and exchange memberships were part of an over- 
all legislative approach that took several years to develop. 
Consideration of revisions in the Act had started in 1970; 
S.249, which eventually became the 1975 Amendments, 
was introduced on January 17, 1975, as a consolidation of 
previous Senate securities bills.42 Because the Senate and 
House Committees had anticipated the passage of legisla- 
tion in late 1974, substantial work on reconciling the differ- 
ent bills had been done, and, accordingly, the Sentate bill 
and the companion bill in the House, H.R. 4111, were very 
similar in concept. Thus, the 1975 Amendments adopted 
many concepts in the original House legislation, H.R. 5050, 
which was reported by the House Committee on Interstate 
and Foreign Commerce in the 93d Congress.*3 


At one point, the legislative proposals then in Congress 
tended toward an even more open membership policy than 
eventually was adopted. In the 93d Congress, the House 
never directly addressed the issue of foreign ownership of 
an exchange member firm or “bank’’ membership, prefer- 
ring a broader examination of the “seat” concept. H.R. 5050 
as originally introduced on March 3, 1973, contained what 
was Called an “open membership” provision. As set forth in 
H.R. 5050, proposed Section 6(b)(2) would have required: 


[That] ... the rules of the exchanges provide that 
any broker or dealer registered under this title may 
become a member of such exchange in conformity 
with the requirements of subsection (m) of this sec- 
tion. 


Subsection (m) provided, in turn, that membership could be 
denied only for failure to meet competency and financial 
responsibility standards.*4 In its testimony on H.R. 5050,45 
the NYSE stated that it could not support the open member- 
ship and competitive commission rate provisions. 


During early 1975, the NYSE for the first time specifically 
urged that it be accorded a right to limit membership. It 
wanted not only to limit the number of memberships (which 
the 1975 Amendments permit it to do, subject to Commis- 
sion oversight),4¢ but also to control the types of persons 
permitted to become members. A NYSE memorandum of 
comments on S.249 noted: 


Subparagraphs (A) and (B) of paragraph (2) [of 
proposed new § 6(c)] severely limit the bases on 
which an exchange may deny or condition member- 
ship or bar a person from becoming associated with a 
member. As written paragraph (2) would require the 
exchange to admit to membership foreign broker- 
dealers or broker-dealers having foreign parents. In 
addition, a whole host of other requirements would 
necessarily be eliminated as a matter of federal law. 
For example, the longstanding NYSE requirement that 
the “primary purpose” of every member organization 
must be the transaction of business as a broker or 
dealer in securities would be abrogated, though there 
has been no showing, to our knowledge, that this 
provision is not an entirely appropriate requirement 
based upon sound regulatory considerations. Indeed, 
the Commission has not quarreled with this position. 


Subsection (c) of the Bill should be amended so as 
to permit an exchange to deny or condition member- 
ship or to bar or to condition a natural person from 
becoming associated with a member on any basis 
provided in its rules which is found acceptable by the 
Commission and is consistent with the requirements 
of the Act, and the rules thereunder.*” 


Both the House and Senate were made aware of the 
opposition of the NYSE to the fact that Section 6 would 
permit any broker-dealer to become a member of an ex- 
change. Nevertheless, the basic membership provisions 
were not revised.4® Moreover, the House Report on H.R. 
4111 criticized the use of “various machinations and de- 
vices" to manipulate the “parent” test so as to limit mem- 
bership to firms engaged in a general securities business; 
the House Report on H.R. 4111 stated that those criteria 
had been used as a means of preventing those in direct 
competition for money management business from acquir- 
ing the advantages of exchange membership.*9 The 1975 
Amendments changed that situation by providing in Section 
6(c) the exclusive grounds upon which a exchange may 
deny membership.5° Section 6(b)(2) of the Act bars ex- 
changes from using any variation of a ‘parent’ test.>! 
Consequently, the proposed NYSE rules, which would have 
introduced new parent tests, are not consistent with Section 
6(b)(2) of the Act. 


6. Scope of Self-Regulatory Jurisdiction 


While the Congress was taking steps to ensure access to 
exchanges by providing that all broker-dealers could be- 
come exchange members notwithstanding the objections of 
certain exchanges, it also was concerned with the scope o! 
the regulatory jurisdiction of the exchanges over their mem- 
bers. Section 6(b)(5), as added by the 1975 Amendments, 
provides that exchange rules are to be designed to remove 
impediments to, and to perfect the mechanism of, a free and 
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open market and a national market system; they may not be 
designed to permit unfair discrimination between customers, 
issuers, brokers, or dealers or to regulate by virtue of any 
authority conferred by the Act matters not related to the 
purposes of the Act and the administration of the exchange. 


In commenting on Section 6(b)(5), the Senate Committee 
on Banking, Housing and Urban Affairs noted: 


The bill would eliminate present Section 6(c) and 
the open-ended authority it grants to the exchanges 
[to adopt any rule not inconsistent with the Act], and it 
would limit by Sections 6(b)(5) ... the scope of the 
self-regulatory organizations’ authority over their 
members to matters related to the purposes of the 
Exchange Act. The growing diversification of securi- 
ties firms into non-securities activities has raised, and 
will continue to raise, significant questions about the 
adequacy of the present regulatory structure. How- 
ever, the diversification of securities firms should not 
automatically extend the jurisdiction of the self-regula- 
tory agencies. Until it is specifically demonstrated to 
the Congress that the non-securities activities of firms 
which are members of self-regulatory agencies should 
be limited or regulated in the public interest, such 
firms should be free to undertake and pursue these 
activities in the same manner as other business 
organizations, subject only to those regulatory limita- 
tions necessary to assure protection of public inves- 
tors and the public interest.52 


Since Section 6(b)(2) already effectively removes from 
exchanges the power to use a “parent” test, Section 6(b)(5) 
underlines that the purpose of the Act in providing for self- 
regulatory organizations has always been to minimize regu- 
lation of the securities markets by providing an opportunity 
for the industry to regulate itself and, in turn, to promote the 
efficient functioning of the securities markets by providing 
the maximum opportunity for private initiatives and innova- 
tive experimentation. To accomplish that objective under 
today’s conditions, the self-regulatory organizations must 
also be circumspect in imposing limitations on their mem- 
bers.53 Furthermore, they should not attempt to accomplish 
through the imposition of such limitations any de facto 
limitations on membership which they would not be permit- 
ted to impose directly. 


Of course, in some circumstances the Act's primary 
objectives—protecting investors and the public interest— 
may result in appropriately differential treatment of different 
persons; such differences as are justified in furtherance of 
the purposes of the Act are not prohibited.5* But, in the case 
of the NYSE’s proposed rules, the possibility of showing that 
there are reasons in terms of the Act for drawing the 
suggested distinctions has not been demonstrated. 


in response to their new mandates and in recognition of 
the diversification of securities firms which now provide 
multiple financial services, self-regulatory organizations will 
have to become increasingly sensitive to limiting their regu- 
iation not simply to their members but rather to specified 
matters within their jurisdiction.5> Self-regulatory organiza- 
tions will, of coure, continue to have an important and 
influential advisory role with respect to other matters, such 
as foreign policy approaches in areas relating to capital 
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markets. In many situations, the self-regulatory organiza- 
tions are the most knowledgeable about technical aspects 
of securities markets both in the United States and abroad, 
and that expertise should be brought to bear to solve 
problems involved in the ororganization and internationali- 
zation of the securities business. Similarly, where consider- 
ations of economic policy for the domestic financial services 
sector are broader than the regulation of a particular organi- 
zation’s current members under the securities law, the 
organization will necessarily have an important advisory role 
on policy even though it will not be in a position to adopt a 
particular policy position independently.5¢ 


But Section 6(b)(5) of the Act reinforces the policy of 
Section 6(b)(2) by specifically prohibiting impediments to a 
free and open market. That necessarily implies free access 
to all those who meet appropriate standards of integrity and 
capabilities. Section 6(b)(5) also prohibits discrimination 
among brokers and dealers on an unfair basis, such as 
discrimination which is based on the lawful activities of 
certain brokers and dealers or their associated persons and 
for which the purposes of the Act do not authorize differen- 
tial regulation. Accordingly, the proposed NYSE rules are 
not consistent with Section 6(b)(5) of the Act. 


7. Competitive Considerations 


In a number of ways the 1975 Amendments underscore 
the intention of the Congress to insure that the securities 
markets, and the self-regulatory organizations which under- 
take the front-line role in regulating those markets, are fully 
responsive to competitive considerations. Thus, the two 
provisions discussed above—Section 6(b)(2), essentially 
mandating open access, and Section 6(b)(5), requiring that 
exchange rules be designed to remove impediments to and 
perfect the mechanisms of a free and open market— are in 
large part specific antidotes for potentially anticompetitive 
conduct, which Congress earlier had found to permeate 
various aspects of the securities industry.5” Congress, how- 
ever, also included in the 1975 Amendments a broad, 
general prohibition applicable to all self-regulatory organiza- 
tions (contained, in the case of exchanges, in Section 
6(b)(8)) against rules which impose any burden on competi- 
tion not necessary or appropriate in furtherance of the 
purposes of the Act. 


Before the 1975 Amendments, the Commission had con- 
sistently recognized that its statutory obligation to act in the 
public interest required careful consideration of appropriate 
competitive factors and the balancing of those factors 
against other policy objectives of the Act.5° The Supreme 
Court, in construing the Act and other regulatory statutes 
which turn on a public interest standard, has in fact held that 
such an analysis is required of the regulatory agency 
administering the statute.59 Nevertheless, before the 1975 
Amendments, there were questions as to the scope of the 
Commission's ultimate jurisdiction over, in particular, ex- 
change rules and practices.6° As a consequence, various 
efforts were made to attack collaterally practices of various 
self-regulatory organizations.® 


The Congress recognized the problem that collateral 
attacks might create for the orderly administration of the 
federal securities laws. At the same time, in light of the 
general requirement that a public standard demands con- 
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sideration of competitive factors, and in the expectation that 
there would shortly be a definite Supreme Court decision 
appropriately settling the scope of the Commission's exist- 
ing jurisdiction, Congress was confident that the courts 
would avoid actual conflicts by a flexible use of existing 
precedents.®* Congress noted, however, that, absent an 
appropriate reconciliation by the courts, it would undertake 
the consideration of further legislation.®* Shortly after the 
1975 Amendments became law, two Supreme Court deci- 
sions, Gordon v. New York Stock Exchange, Inc.,®4 and 
United States v. National Association of Securities Dealers, 
Inc.,® confirmed the Congressionally anticipated reconcilia- 
tion of regulatory and competitive factors through the exer- 
cise of the Commission's jurisdiction. 


Resolution of policy questions involving delicate balancing 
of competitive and regulatory concerns under the Act is in 
the first instance to be undertaken by the Commission. It 
had been suggested that the Congress’ require that the 
Commission cleave to a “least anticompetitive” standard in 
formulating rules and regulations under the Act,®® but the 
Congress determined instead to grant broader discretion to 
the Commission and to view the need for competition in the 
context of the Act as a whole and its several objectives so 
that burdens on competition could be accepted where 
necessary or appropriate in furtherance of the purposes of 
the Act. 


Similarly, the Commission's consideration of proposed 
rule changes of self-regulatory organizations under Section 
19(b) looks to all the policies and objectives embodied in the 
Act, including the need to foster competition. In accomplish- 
ing that task, consequently, the Commission must remain 
sensitive to considerations relating to competition and seek, 
where appropriate and consistent with the protection of 
investors and the other purposes of the Act, to minimize 
burdens on competition. 


So far as proposed NYSE Rules 309 and 310 are 
concerned, Congress specifically recognized that “rules 
dealing with admission requirements, by their very nature 
are restructions on competition. ©’ Section 6(b)(8) was 
specifically “designed to make clear that a balance must be 
struck between regulatory objectives and competition, that 
unless an interference with competition is justified in terms 
of the achievement of the statutory objective it cannot 
stand.” & 


In support of the proposed rules, the NYSE has advanced 
some arguments which, as noted above, have an equitable 
appeal.®? Foreign trade policy may require the use, for 
negotiating purposes, of principles such as mutual nondis- 
crimination or reciprocity which, if applied in a solely domes- 
tic context, could be viewed as anticompetitive. In the case 
of access to United States securities markets, those policies 
have not, however, been adopted; in fact, both Congress 
and the executive branch of the Federal Government have 
taken a contrary position. And, in any event, although the 
Commission's obligation to balance the broad policy objec- 
tives in the Act may require it to take into consideration such 
matters as the international implications of removing bur- 
dens on competition, the Commission’s determinations 
must, in the last analysis, be made in the context of the 
purposes of the Act.’° Similarly, arguments about policy 
objectives of statutes other than the federal securities laws 


must, in terms of these proceedings, find support among the 
purposes of the Act. Rules 309 and 310 impose burdens on 
competition by creating entry barriers and, at this time and 
on the basis of the data, views and arguments supplied to 
the Commission, there is not an adequate basis for conclud- 
ing that those burdens are either necessary or appropriate. 
Consequently, the proposed NYSE rules are not consistent 
with Section 6(b)(8) of the Act.71 


8. Conclusion 


The process of formulating proposed self-regulatory organi- 
zation rules, and the Commission’s obligation to review 
proposed rules for consistency with the Act is a dynamic 
process that must adapt to current trends in the securities 
markets and be sensitive to the complex interplay in the Act 
of multiple, and sometimes competing, Congressional ob- 
jectives embodied in the federal securities laws. The Com- 
mission has long recognized that the process is complex 
and delicate. In 1973, when the Commission was operating 
under the earlier and simpler version of the Act as it stood 
before the enactment of the 1975 Amendments, the Com- 
mission analyzed its part in the process as follows: 


In an area of activity as dynamic and complex as this, 
there may not be any permanent resolution of industry 
problems; as conditions change, existing problems 
may be superseded by new problems, and existing 
“solutions” may be rendered obsolete. The effective 
utilization of administrative responsibility and perva- 
sive regulatory oversight demands that the agency 
charged with oversight of an entire industry, such as 
the Commission, remain alert to these changing pat- 
terns and problems. We intend to do just that. But the 
very purpose and nature of administrative agencies 
demands that current industry problems be faced and 
dealt with as expeditiously as possible and that the 
administrative authority not abdicate its clearly-de- 
fined obligation to act.’2 


That analysis was developed in the context of its determina- 
tion to adopt Rule 19b-2.73 But the analysis bears today on 
the approach the Commission will take, indeed must take, to 
deal in the future with the issues raised by the proposed 
NYSE rules. The Commission has created the Office of 
International Policy to respond to regulatory questions in- 
volving significant international aspects. And the Commis- 
sion is studying pursuant to Congressional mandate the 
policy questions raised under the Act by the statutory 
exclusions of banks from the Commission's direct regulatory 
jurisdiction over brokers and dealers.”* Those activities will 
position the Commission to be responsive in the future to 
new aspects of those problems and ensure that they are 
dealt with, from a regulatory point of view, on the basis of 
appropriate economic data and careful analysis.’® 


In the Commission’s view, based on the foregoing, pro- 
posed NYSE Rules 309 and 310 are inconsistent with 
Sections 6(b)(2), (5) and (8) of the Act. Accordingly, the 
Commission is unable to make the determination required 
by Section 19(b) of the Act that those proposed rule 
changes are consistent with the Act and the rules and 
regulations thereunder applicable to the NYSE. 


IT 1S THEREFORE ORDERED, pursuant to Section 
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19(b)(2) of the Act, that proposed Rules 309 and 310 (SR- 
NYSE-76-7 and SR-NYSE-76-8) be, and they hereby are, 
disapproved. 


By the Commission (Chairman HILLS and Commissioners 
LOOMIS, EVANS, and POLLACK). 


George A. Fitzsimmons 
Secretary 





1 Pub. L. No. 94-29, § 16 (June 4, 1975). 


2 Securities Exchange Act Release No. 12181 (Mar. 11, 
1976), 41 FR 11898 (Mar. 22, 1976). 


3 Both proposed rules would have applied to existing mem- 
ber organizations as well as to applicants, except that 
proposed NYSE Rule 310 contained a grandfather clause 
for the commercial bank which is currently a member of the 
NYSE. 


4 Subsequently, the periods for submission of data, views 
and arguments and rebuttals were extended to May 15 and 
28, 1976. Securities Exchange Act Release No. 12412 (May 
5, 1976), 41 FR 20037 (May 14, 1976). 


5 One person opposing the proposed rules requested an 
opportunity to make its own presentation if the Commission 
was unwilling to conclude that the NYSE lacked authority to 
adopt the proposed Rules. 


6 The grounds outlined in the notice are also set forth at pp. 
42-3 infra. See also Securities Exchange Act Release No. 
12181, note 2 supra. 


7 After the filing of proposed NYSE Rules 309 and 310, the 
Commission instituted a general inquiry on certain rules of 
national securities exchanges currently in effect relating to 
membership and association with members. Securities Ex- 
change Act Release No. 12157 (Mar. 2, 1976), 41 FR 
10662 (Mar. 12, 1976). In that connection, the Commission 
suggested withdrawal of proposed NYSE Rules 309 and 
310 pending completion or further progress of the inquiry. 
The NYSE determined not to withdraw its proposals. The 
issues presented by the proposed rules are similar to ones 
under consideration in the general inquiry. Nevertheless, in 
view of the pendency of these specific proposals it now 
seems appropriate to reach the question of the statutory 
findings without awaiting the resolution of all the questions 
raised in the broader general inquiry. The Commission 
recognizes that its conclusions today answer, by analogy, 
many of those questions. An immediate resolution is also 
appropriate in light of allegations; which may be unfounded, 
that the proposed rules have been treated as already in 
effect. See Securities and Exchange Commission File Nos. 
SR-NYSE-76-7 and 76-8. As indicated herein, the proposed 
rules impose burdens on competition which cannot be 
sustained as appropriate in furtherance of the purposes of 
the Act and those affected may have inadquate alternative 
remedies. 
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8 international Banking Act of 1976, Report of the House 
Comm. on Banking, Currency and Housing to Accoripany 
H.R. 13876, H.R. Rep. No. 1193, 94th Cong., 2d Sess. 
(1976) (“Report on H.R. 13876”); Staff of House Comm. on 
Banking, Currency, and Housing, Financial Institutions and 
the Nation's Economy (FINE): Discussion Principles, 94th 
Cong., 1st Sess. (Comm. Print 1975). See also Edwards, 
Regulation of Foreign Banking in the United States: Inter- 
national Reciprocity and Federal-State Conflicts, 13 Colum. 
J. Transnat ‘1 L. 239 (1974); Lichtenstein, Foreign Partici- 
pation in United States Banking: Regulatory Myths and 
Realities, 15 B.C. Ind. Com. L. Rev. 879 (1974); Utley, 
Foreign Banks’ Affiliation with United States Broker-Deal- 
ers: The Statutory Language and Assumptions of the Bank 
Holding Company Act, 7 L. Policy Int'l Bus. 1 (1975). 


948 Stat. 162. 


10 The Glass-Steagall Act prohibits any person engaged in 
the investment banking business from receiving deposits. 
12 U.S.C. 378. 


11 See, e.g., H.R. 13876, 94th Cong., 2d Sess. (1976); 
S.958, 94th Cong., 1st Sess. (1975); Report on H.R. 13876; 
Letter dated July 16, 1976, from Congressman John E. 
Moss to Congressman Henry S. Reuss; Letter dated July 
20, 1976, from Congressman Henry S. Reuss to Congress- 
man John E. Moss. In part because the description of H.R. 
13876 in its accompanying report does not conform to the 
language of the bill, it is not clear what effect the bill would 
have if enacted. The House passed H.R. 13876, with some 
slight revisions, on July 29, 1976. 122 Cong. Rec. H 7936- 
66 (daily ed. July 29, 1976). 


See also, e.g., Bank Securities Activities, Securities Indus- 
try Association (1976). The Securities Industry Association 
advocates amendment of the Glass-Steagall Act so as to 
prohibit certain bank brokerage activities. 


12 As indicated in the general inquiry on rules of exchanges 
relating to membership and association with members, “the 
Act no longer permits exchanges to use any variation of a 
‘parent test’.” Securities Exchange Act Release No. 12157 
(mar. 2, 1976) at 10, 41 FR 10662 (Mar. 22, 1976) at 10664, 
See pp. 43-9 infra. 


13 Foreign membership and the issues related to it were the 
subject of an earlier Commission inquiry. Interested persons 
were invited to comment on a series of questions concern- 
ing foreign membership in and access to United States 
exchanges; the questions were designed to secure informa- 
tion on the need for and desirability of changes in the rules, 
policies, practices, and procedures of the Commission and 
those of the exchanges and the NASD with respect to the 
appropriate terms and conditions for foreign participation, by 
whatever means, in the United States securities markets. 
Forty-seven respondents submitted comments. Securities 
Exchange Act Release No. 10634 (Feb. 4, 1974), 39 FR 
6567 (Feb. 20, 1974); Securities and Exchange Commis- 
sion File No. S7-512. The Commission published a staff 
summary of the comments received. Securities Exchange 
Act Release No. 12157 (Mar. 2, 1976), Appendix A, 41 FR 
10662 (Mar. 12, 1976) at 10666ff. 


14 Because new activities by commercial banks also could 
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raise questions under the federal securities laws, the Com- 
mission instituted an inquiry on bank-sponsored investment 
services. See Securities Act Release No. 5491 (Apr. 30, 
1974), 39 FR 18163 (May 23, 1974), in which the Commis- 
sion raised a number of questions concerning the involve- 
ment of United States commercial banks in offering broker- 
age and other securities-related services; see also Hearings 
on Securities Activities of Commercial Banks before the 
Senate Comm. on Banking, Housing, and Urban Affairs, 
94th Cong., ist Sess. 89 (1975). The Commission is 
currently engaged in a study, mandated by the 1975 
Amendments, of the extent to which those banks excluded 
from the definitions of broker and dealer maintain accounts 
on behalf of public customers for buying and selling securi- 
ties and whether those exclusions are consistent with the 
protection of investors and other purposes of the Act. See 
note 31 infra, and Section 11A(e) of the Act, 15 U.S.C. 78k- 
1(e). 


1S At the same time, both the Subcommittee on Securities of 
the Senate Committee on Banking, Housing and Urban 
Affairs and the Subcommittee on Financial Institutions Su- 
pervision, Regulation and insurance of the House Commit- 
tee on Banking and Currency are examining the scope of 
bank activities and their regulation. See Staff of House 
Comm. on Banking, Currency, and Housing, Financial Insti- 
tutions and the Nation's Economy (FINE): Discussion Prin- 
ciples, 94th Cong., 1st Sess. (Comm. Print 1975); Staff of 
Subcomm. on Securities, Senate Comm. on Banking, Hous- 
ing, and Urban Affairs, The Securities Activities of Commer- 
cial Banks—Study Outline, 94th Cong., 1st Sess. (Comm. 
Print 1975). 


16 Section 2 of Article IX of the NYSE Constitution requires a 
member to be a United States citizen. Section 7(1) of Article 
IX of the NYSE Constitution prohibits a member firm or 
organization from having as a parent anyone other than a 
United States or Canadian citizen; a parent, under NYSE 
Rule 2, is any controlling person and includes anyone who 
owns beneficially, directly or indirectly, more than 25 per- 
cent of the voting securities of a member organization 
NYSE Rule 314.14 states that the interest in capital or profit 
of a member organization owned by all persons as a group 
who are not United States or Canadian citizens may not 
exceed 45 percent. The Commission believes that it was the 
intention of the NYSE to repeal such provisions had pro- 
posed NYSE Rule 309 become effective, even though no 
filing to that effect had been made. In any event, for the 
reasons set forth herein for disapproving proposed NYSE 
Rule 309, such provisions (and similar provisions in the 
rules of other exchanges) appear inconsistent with the Act 
and the rules and regulations thereunder applicable to 
exchanges. Accordingly, the Commission anticipates that all 
such provisions will be promptly repealed. Furthermore, 
pending formal action to effect their repeal, they should not 
be enforced, particularly in view of the burdens on competi- 
tion thereby imposed which cannot be justified as appropri- 
ate in furtherance of the purposes of the Act. See note 7 
supra. 


17 Following publication in 1972 of the Statement of the 
Securities and Exchange Commission on the Future Struc- 
ture of the Securities Market (‘Future Structure State- 
ment’), 37 FR 5286 (Mar. 14, 1972), posing the foreign 
membership question for consideration and raising the 


question of whether a policy of reciprocity would be appro- 
priate, the NYSE formed a committee to study the questions 
and make recommendations. The NYSE's mutual nondiscri- 
mination policy derives from that committee's work. See 
Advisory Committee on International Capital Markets, New 
York Stock Exchange, Inc., Recommendations Regarding 
Foreign Access to the U.S. Securities Markets (1973); 
Advisory Committee on International Capital Markets, New 
York Stock Exchange, Inc., Recommendations on Access 
and Membership by Foreign-Controlled Broker-Dealers to 
the U.S. Securities Markets (1974). 


18 The NYSE's submission indicates that Switzerland has 
adopted already, as a matter of Swiss federal law, a type of 
reciprocity policy. Position of the New York Stock Exchange 
on Rule 309 (1976), at 6, 16. 


19 Position of the New York Stock Exchange on Rule 309 
(1976), at 2. 


20/d., at 12. That argument could be applied mutatis mutan- 
dis to the NYSE proposal if approved by the Commission. 


21 United States firms have recently been rejected in their 
efforts to engage in a securities business in Ontario, Can- 
ada, which has adopted exclusionary rules, despite long 
standing NYSE policies to give national treatment to Cana- 
dian firms, which have traditionally been permitted to be- 
come NYSE member organizations. See note 19 supra. 
Nevertheless, no general data has been submitted with 
respect to the interest of United States broker-dealers in 
membership on foreign exchanges. 


22 There are some countries, for example, with flat prohibi- 
tions similar to those which the NYSE Constitution currently 
contains. See note 18 supra. 


23 In turn, foreign-controlled broker-dealers applying for 
NYSE membership have on occasion suggested that NYSE 
inquiries with respect to their associated persons are unnec- 
essary and inappropriate. The Act, however, clearly con- 
templates that the NYSE will make some of those inquiries. 
See Securities Exchange Act Release No. 12483 (May 26, 
1976), 41 FR 22959 (Jun. 8, 1976), in which the Commis- 
sion proposed to adopt Securities Exchange Act Rule 19g2- 
;: 


24 See, e.g., Public Policy for American Capital Markets, 
prepared by James H. Lorie for Submission to the Secre- 
tary and the Deputy Secretary of the Treasury (1974). 


25 That prediction does not seem illogical. For example, an 
open door policy in the United States may stimulate in- 
creased foreign participation in, and reliance on, United 
States securities markets; if that were to occur, the resulting 
advantages accruing to United States States markets might 
provide a compelling incentive for other nations to reconsi- 
der existing barriers to their own markets. Also, with a 
growing direct commitment in resources to United States 
securities markets, foreign firms may become sensitive to 
their own countries’ restrictions in the same way as United 
States firms with important foreign interests have become 
sensitive to proposals to restrict access to United States 
capital markets generally. But see note 26 infra. 
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26 Letter dated April 21, 1976, from Gerald L. Parsky, 
Assistant Secretary of the Treasury, to Roderick M. Hills, 
Chairman, Securities and Exchange Commission. In answer 
to the Treasury's argument, the NYSE and other proponents 
of reciprocity respond that the opening of United States 
exchange markets to foreign entities will diminish to an 
important degree the leverage which might be retained, 
under a policy of mutual nondiscrimination, to exact a quid 
pro quo from foreign governments with respect to ex- 
changes abroad. They further assert that there is no good 
evidence in practice to support the hope that good exam- 
ples alone are persuasive. Indeed, in some cases, the cost 
of nationalistic restrictions may be hidden or willingly paid to 
enhance for a short time an appearance of national identity 
and control. Also, private groups, with a short run and 
particular interest in a protected status quo, may be in a 
position to block the removal of restrictions which are 
antithetical to long term development of effective capital 
markets. The disapproval of proposed NYSE Rule 309 does 
not, however, depend, under current circumstances, on any 
appraisal of the possible success of the “open door” policy 
in removing foreign restrictions. 


27 In its Study of Unsafe and Unsound Practices of Brokers 
and Dealers, H.R. Doc. No. 231, 92d Cong., ist Sess. 
(1971), the Commission pointed to the heavy reliance that 
the Congress had placed in self-regulatory organizations in 
the original Act: 


It is quite plain from Section 6 of the Exchange Act 
and the legislative history of the Maloney Act [Section 
15A of the Act] that the self regulatory approach is a 
technique which Congress has employed to minimize 
the number of Commission personnel needed to ef- 
fectuate enforcement of the Federal securities laws. 
The assumption was that such enforcement would be 
conducted by the self regulatory organizations with 
regard to their members and that the Commission 
was to remain in the background with “reserved 
control”. Thus, the Exchange Act places heavy reli- 
ance upon the self regulatory organizations for the 
day to day regulation of their members. /d., at 22. 


The 1975 Amendments substantially strengthen the Com- 
mission's oversight jurisdiction in order to facilitate interven- 
tion where necessary or appropriate, in view not only of the 
problems uncovered in the Study of Unsafe and Unsound 
Practices of Brokers and Dealers but also of the occasional 
tendency of the self-regulatory process to foster anti-com- 
petitive practices. Nevertheless, in drafting the 1975 
Amendments, Congress hoped to preserve the basic self- 
regulatory philosophy to the maximum extent feasible. See, 
e.g., Securities Acts Amendments of 1975, Report of the 
Senate Comm. on Banking, Housing and Urban Affairs to 
Accompnay S. 249 (‘Senate Report’), S. Rep. No. 75, 94th 
Cong., 1st Sess. 22-36 (1975). 


28 Hence, the position of the Treasury is consistent with the 
whole thrust of the 1975 Amendments, which the Treasury 


actively supported when they were being considered by 
Congress. 


29 See, e.g., Securities Exchange Act Release No. 12055 
(Jan. 27, 1976), at 11; 41 FR 8075 (Feb. 24, 1976), at 8076: 
Securities Exchange Act Release No. 12157 (Mar. 2, 1976), 
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Appendix A, 41 FR 10662 (Mar. 12, 1976), at 10666ff. In the 
case of the activity of foreign-controlled broker-dealers in 
the over-the-counter market, much of it has been in under- 
writing where sensitive disclosure questions concerning the 
identity of foreign holders of securities are not as frequently 
confronted. See pp. 29-31 infra. 


30 See Securities Exchange Act Release No. 12055 (Jan. 
27, 1976), 41 FR 8075 (Feb. 24, 1976). 


31 Banks, as defined in Section 3(a)(6) of the Act, are 
excluded from the definitions of the terms “broker” and 
‘dealer’ in the Act and thus from the requirements to 
register with the Commission unless they are “municipal 
securities dealers.” Registered brokers and dealers are 
required (a) to meet certain standards imposed by the Act or 
rules and regulations thereunder promulgated by the Com- 
mission or the self-regulatory organizations as to integrity, 
(b) to pass certain basic qualification tests, (c) to comply 
with record-keeping requirements and (d) to adhere to 
Commission prescribed financial responsibility rules. Regis- 
tered brokers and dealers are subject to examination by the 
Commission, and by the self-regulatory organizations to 
which they belong, for compliance with standards of the 
type summarized above. Most standards of that type appli- 
cable to banks are, on the other hand, prescribed and 
administered by various bank regulatory agencies. With 
respect to defining and prohibiting the use of manipulative 
or deceptive devices or contrivances in connection with the 
purchase or sale of securities, the Commission's jurisdiction 
is plenary, extending over all persons. The Act, however, 
also adjures the Commission to define specific devices or 
contrivances which should be prohibited with respect to 
brokers, dealers, and municipal securities dealers. 


32 See note 15 supra with respect to Congressional studies 
and note 10 supra with respect to H.R. 13876. While the 
effect of the bill as reported is far from clear, see note 10 
supra, its accompanying report does include a statement as 
to current Congressional understanding of the scope of the 
Glass-Steagall Act. See Report on H.R. 13876, at 7. 


33 NYSE v. Smith, 404 F. Supp. 1091 (D.D.C. 1975), appeal 
pending, Doc. No. 76-1235 (D.C. Cir.) 


34 Note 26 supra. The Treasury has contributed, at other 
times, to the discussion of the several bank issues. See 
Public Policy Aspects of Bank Securities Activities: An 
Issues Paper, Department of the Treasury (1975). 


Whatever clarification of Glass-Steagall may one day be 
forthcoming, whether from the Comptroller of the Currency 
or the courts, it does appear unlikely that the NYSE'’s 
theory, if valid, can be consistent with continued NYSE 
membership by any commercial bank since Glass-Steagall 
did not provide for any permanent grandfathering. Accord- 
ingly, the current NYSE position, as reflected in proposed 
Rule 310, may not be tenable. 


35 See note 15 supra. 
36 48 Stat. 885 (1934). 


37 See pp. 55-63 infra. 
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38 Section 6(b) of the Act states: 


(b) An exchange shall not be registered as a national 
securities exchange unless the Commission deter- 
mines that- 


(1) Such exchange is so organized and has the 
Capacity to be able to carry out the purposes of this 
title and to comply, and (subject to any rule or order of 
the Commission pursuant to section 17(d) or 19(g)(2) 
of this title) to enforce compliance by its members and 
persons associated with its members, with the provi- 
sions of this title, the rules and regulations thereunder, 
and the rules of the exchange. 


(2) Subject to the provisions of subsection (c) of this 
section, the rules of the exchange provide that any 
registered broker or dealer or natural person associ- 
ated with a registered broker or dealer may become a 
member of such exchange and any person may 
become associated with a member thereof. 


(3) The rules of the exchange assure a fair represen- 
tation of its members in the selection of its directors 
and administration of its affairs and provide that one 
or more directors shall be representative of issuers 
and investors and not be associated with a member of 
the exchange, broker, or dealer. 


(4) The rules of the exchange provide for the equita- 
ble allocation of reasonable dues, fees, and other 
charges among its members and issuers and other 
persons using its facilities. 


(5) The rules of the exchange are designed to prevent 
fraudulent and manipulative acts and practices, to 
promote just and equitable principles of trade, to 
foster cooperation and coordination with persons en- 
gaged in regulating, clearing, settling, processing in- 
formation with respect to, and facilitating transactions 
in securities, to remove impediments to and perfect 
the mechanism of a free and open market and a 
national market system, and, in general, to protect 
investors and the public interest; and are not designed 
to permit unfair discrimination between customers, 
issuers, brokers, or dealers, or to regulate by virtue of 
any authority conferred by this title matters not related 
to the purposes of this title or the administration of the 
exchange. 


(6) The rules of the exchange provide that (subject to 
any rule or order of the Commission pursuant to 
section 17(d) or 19(g)(2) of this title) its members and 
persons associated with its members shall be appro- 
priately disciplined for violation of the provisions of 
this title, the rules or regulations thereunder, or the 
rules of the exchange, by expulsion, suspension, 
limitation of activities, functions, and operations, fine, 
censure, being suspended or barred from being asso- 
ciated with a member, or any other fitting sanction. 


(7) The rules of the exchange are in accordance with 
the provisions of subsection (d) of this section, and, in 
general, provide a fair procedure for the disciplining of 
members and persons associated with members, the 


denial of membership to any person seeking member- 
ship therein, the barring of any person from becoming 
associated with a member thereof, and the prohibition 
or limitation by the exchange of any person with 
respect to access to services offered by the exchange 
or a member thereof. 


(8) The rules of the exchange do not impose any 
burden on competition not necessary or appropriate in 
furtherance of the purposes of this title. 


33 Section 19(b) of the Act further provides that no proposed 
rule change shall take effect unless approved by the Com- 
mission or otherwise permitted in accordance with that 
subsection. 


40 As noted above, in making that determination or a deter- 
mination with respect to a particular proposed rule change, 
or in adopting rules for a self-regulatory organization pur- 
suant to Section 19(c), the Commission necessarily bal- 
ances all the objectives and policies of the Act. 


41 Section 6(c) of the Act provides that exchanges may set 
integrity and competency standards for their members and 
limit the number of their members. 


42 $.470 (commission rates and institutional membership), 
$.2519 (national market system), S.2474 (municipal securi- 
ties) and S.2058 (clearing and processing) had been 
passed in the 93d Congress. 


43 The House Committee on Interstate and Foreign Com- 
merce reported, but because of NYSE concerns, the House 
Rules Committee did not act on H.R. 5050. Certain of those 
concerns, as indicated herein, were also not satisfied by the 
1975 Amendments. 


44 In addition, Section 6(m) permitted an exchange to limit 
the number of members allowed on the floor, but not the 
number of memberships generally available. 


45 Hearings on H.R. 5050 before the Subcom. on Com- 
merce and Finance of the House Comm. on Interstate and 
Foreign Commerce, 93d Cong., 1st Sess. 867-1354 (1973). 


46 While S.249, as introduced on January 17, 1975, had the 
open membership provisions (including the provision per- 
mitting an exchange to limit only the number of members 
permitted on the floor), the 1975 Amendments as finally 
enacted include a Section 6(c)(4), which permits exchanges 
to impose limitations on the number of all members, not just 
those permitted on the floor, subject to Commission over- 
sight. 


47 Hearings on S.249 before the Subcomm. on Securities of 
the Senate Comm. on Banking, Housing and Urban Affairs, 
94th Cong., 1st Sess, 404 (1975). In addition, the NYSE 
offered comments with respect to the effect of the member- 
ship provisions on the related bank question. /d., at 421, 
431-432, 441-442. 


48 The former counsel for the House subcommittee which 
participated in drafing the 1975 Amendments has stated 
that one of the major policy decisions of the legislation was 
to allow any registered broker or dealer meeting applicable 
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capital and competency requirements to join any exchange 
subject, of course, to compliance with applicable exchange 
rules relating to inspections. Rowen, Securities Acts 
Amendments of 1975, 8 The Review of Securities Regula- 
tion 889 (June 27, 1975). See pp. 29-31 supra. See also 
note 10 supra. 


43 Securities Reform Act of 1975, Report of the House 
Comm. on Interstate and Foreign Commerce to Accom- 
pany H.R. 4117 (“House Report on H.R. 4111”), H.R. Rep. 
No. 123, 94th Cong., 1st Sess. 53 (1975). 


5° Rowen, note 48 supra, at 892. The article points out that, 
while an entity excluded from the definition of broker under 
the Act may not become an exchange member (unless it 
was a member on the effective date of the 1975 Amend- 
ments), that limitation does not affect the ability of subsidi- 
aries or affiliates of entities so excluded to obtain member- 
ship if such subsidiaries or affiliates register as brokers. 


51 That result had been suggested earlier by the Commis- 
sion. In the Future Structure Statement, the Commission 
had indicated that it did not perceive “any reason of law or 
policy” why exchanges should be permitted to exclude 
broker-dealer subsidiaries of institutions and had taken a 
number of steps to eliminate the parent test concurrently 
with the gradual introduction of other basic, structural 
changes in the securities markets, such as the elimination of 
fixed minimum commission rates. 


52 Senate Report, at 28. 


53 Recently, the NYSE appears to have focused specifically 
upon the impact of regulatory decisions. In its Research 
Report on Capital Needs of the Securities Industry in 1980 
and 1985 (June 2, 1976), the NYSE advised the Commis- 
sion that it should show an active sensitivity to the reaction 
of those who invest in the securities industry. That advice 
seems sound and the Commission's action today applies it 
also to proposed NYSE Rules 309 and 310. The NYSE has 
recognized that, “The Exchange itself can also do a great 
deal to help ease the potential capital shortage within the 
industry. It can do this by removing those rules which in one 
way or another limit the entry of outside capital. Such a step 
must be viewed as a necessary pre-condition for assistance 
from the SEC and Congress.” /d., at 23. 


54 In that regard, self-regulatory organizations are to be 
principally concerned with the integrity and capabilities of 
persons active in the securities business in the United 
States or dealing in securities wiih United States residents 
or citizens as well as, in appropriate cases, dealing with 
non-United States persons. 


55 See pp. 29-31 supra. 


56 The general injunction is always more easily stated than 
applied. Thus, the NYSE's proposed Rules 389 and 335, 
which have been advanced with the avowed purpose of 
limiting the NYSE's regulatory role, have drawn substantial 
criticism, Securities and Exchange Commission File Nos. 
SR-NYSE-75-13 and 76-13. The Commission has taken 
initial steps to further the dialogue on jurisdictional lines by 
proposing Securities Exchange Act Rule 19g2-1. See Secu- 
rities Exchange Act Release No. 12483 (May 26, 1976), 41 
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FR 22959 (Jun. 8, 1976). 


57 See, e.g., Securities Industry Study, Report of the Sub- 
comm. on Securities of the Senate Comm. on Banking, 
Housing and Urban Affairs, S. Rep. No. 13, 93d Cong., 1st 
Sess. 145, 149-50 (1973). 


58 See, e.g., Securities Exchange Act Release No. 11203 
(Jan. 23, 1975), 40 FR 7403 (Feb. 20, 1975), adopting 
Securities Exchange Act Rule 19b-3; Letter from Commis- 
sioner John R. Evans to Senator Harrison A. Williams, Jr., 
May 8, 1974, reprinted in Hearings on S.3126 before the 
Subcomm. on Securities of the Senate Comm. on Banking, 
Housing and Urban Affairs, 93d Cong., 2d Sess. 171-178 
(1974); Securities and Exchange Commission, Policy State- 
ment on the Structure of a Central Market System (Mar. 29, 
1973); Securities Exchange Act Release No. 9950 (Jan. 16, 
1973), 38 FR 3902 (Feb. 8, 1973); Future Structure State- 
ment; Securities and Exchange Commission, /nstitutional 
Investor Study Report, H.R. Doc. No. 64, 92d Cong., ist 
Sess., pt. 1 at xxii-xxv (1971); Securities and Exchange 
Commission, Report of Special Study of Securities Mar- 
kets, H.R. Doc. No. 95, 88th Cong., 1st Sess., pt. 2 at 956ff 
(1963); National Association of Securities Dealers, Inc., 19 
S.E.C. 424 (1945): In the Matter of the Rules of the New 
York Stock Exchange, 10 S.E.C. 270 (1941). 


59 See, e.g., Bowman Transportation, Inc. v. Arkansas-Best 
Freight System, Inc., 419 U.S. 281 (1974); Gulf States 
Utilities Co. v. Federal Power Commission, 411 U.S. 747 
(1973); Ricci v. Chicago Mercantile Exchange, 409 U.S. 
289 (1973); Federal Maritime Commission v. Aktiebolaget 
Svenska Amerika Linien (Swedish American Line), 390 
U.S. 238 (1968); Denver & Rio Grande Western Railroad 
Co. v. United States; 387 U.S. 485 (1967); Silver v. New 
York Stock Exchange, Inc., 373 U.S. 371 (1963); United 
States v. Drum, 368 U.S. 370 (1962); Federal Maritime 
Board v. Isbrandtsen Company, Inc., 356 U.S. 481 (1958); 
McLean Trucking Co. v. United States, 321 U.S. 67 (1944). 


60 See PBW Stock Exchange, Inc. v. Securities and Ex- 
change Commission, 485 F.2d 718 (3d Cir. 1973), cert. 
denied, 416 U.S. 969 (1974). 


61 See Harwell v. Growth Program, Inc., 451 F.2d 240 (5th 
Cir. 1971), cert. denied sub nom. National Association of 
Securities Dealers, Inc. v. Harwell, 409 U.S. 876 (1972): 
Thill Securities Corporation v. New York Stock Exchange, 
Inc., 433 F.2d 264 (7th Cir. 1970), cert. denied, 401 U.S. 
994 (1971). 


62 Securities Acts Amendments of 1975, Conference Re- 
port to Accompany S.249, Joint Explanatory Statement of 
the Comm. of Conference, H.R. Rep. No. 94-229, 94th 
Cong., ist Sess. 100-1 (1975). 

63:/d. 

64 422 U.S. 659 (1975). 

65 422 U.S. 694 (1975). 

66 See Statement of Donald |. Baker, Deputy Assistant 


Attorney General, Antitrust Division, Department of Justice, 
in Hearings on S. 249, 244-252, 257-262 (1975). 
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87 Senate Report, at 96. 


68 /d. The thrust of other arguments advanced in these 
proceedings in favor of proposed Rules 309 and 310 was 
more difficult to follow. For example, the size of the parents 
of certain foreign controlled United States broker-dealers 
was stated to be so greatly disproportionate to even the 
largest United States underwriters as to raise antitrust 
questions. But no comparison was offered with respect to 
the size of domestic parents of NYSE members or the size 
of possible domestic parents. Also, various subsidy argu- 
ments, a notable treacherous field of economic argumenta- 
tion, were advanced without any support in fact or theory. 
And the discussion frequently returned to descriptions of 
underwriting activities, which are conducted over-the- 
counter. 


69 See text at p. 16 et seq. 


70Nor may other related arguments advanced to support 
the proposed rules—for example, that they would replace 
even more restrictive rules—prevail. See Position of the 
New York Stock Exchange on Rule 309 (1976), at 23; 
Securities and Exchange Commission File No. SR-NYSE- 
76-8, at 7. 


71 Once the Commission, in the exercise of its exclusive 
jurisdiction, has determined that particular rules, or types of 
rules, of self-regulatory organizations impose unnecessary 
or inappropriate burdens on competition, subsequent efforts 
to enforce such rules would not be insulated from collateral 
attacks in other forums. 


72 Securities Exchange Release No. 9950 (Jan. 16, 1973), 
38 FR 3902 (Feb. 8, 1973). 


73 That rule was adopted during the last days of the fixed 
commission rate era for exchange transactions and was 
intended to ensure, during the final transitional period that, 
under the circumstances that then prevailed, including the 
heavy restrictions on access then enforced by exchanges, 
exchange memberships were used for public purposes. 
Rule 19b-2, having served its purpose, and the problems it 
sought to deal with on an interim basis having been solved, 
has been repealed; it had indeed become an obsolete 
solution. But the Commission dealt with the problems of that 
day as expeditiously as possible. 


Parts of the logic underpinning Rule 19b-2—the transition 
from fixed commission rates—were used to embed a varia- 
tion on it in the 1975 amendments. The legislative process 
with respect to the 1975 Amendments was, however, com- 
pleted before the actual introduction of unfixed commission 
rates or any experience with their operation and, of course, 
before the Commission had taken any steps under Section 
31(b) of the 1975 Amendments to purge inappropriate rules 
of self-regulatory organizations. Recognizing that there was 
uncertainty as to the need for a solution along the lines of 
Rule 19b-2 on a permanent basis, Congress viewed its 
statutory provision (Section 11) as setting presumptive 
standards only and gave the Commission plenary authority 
to effect a different result by fashioning more restrictive or 
more flexible standards for the future as circumstances 
might demand. See Senate Report, at 68. 


74 Note 14 supra. 


75 See, e.g., pp. 29-31 supra. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12738/August 26, 1976 


An order has been issued granting the application of Auto- 
matic Data Processing, Inc. for registration and listing of its 
common stock, par value $.10 per share on the Midwest 
Stock Exchange, Inc., effective as of August 18, 1976. 





SECURITIES ACT OF 1934 
Release No. 12739/August 26, 1976 


In the Matter of 


New York Stock Exchange, Inc. 
11 Wall Street 
New York, New York 10005 


(SR-NYSE-76-27) 
ORDER APPROVING PROPOSED RULE CHANGE 


On April 16, 1976 the New York Stock Exchange, Inc. filed 
with the Commission, pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (the “Act’), as amended 
by the Securities Acts Amendments of 1975, and Rule 19b- 
4 thereunder, copies of a proposed rule change to rescind 
Paragraph (b) of Rule 410 which restricts the circumstances 
under which an NYSE member can dispose of stock previ- 
ously acquired by an order entered off the floor, on a 
destabilizing (“plus or “zero plus’) tick in relation to the 
previous closing price, and for an account in which that 
member or member organization has an interest. In addi- 
tion, the NYSE proposal rescinds that portion of Paragraph 
.45 of Rule 123A which now requires a broker who effects a 
trade on a “zero” or “zero plus” tick, for an account in which 
a member or member organization has an interest, to record 
the time and tick of all such transactions and to report that 
information to the initiating party. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12356 (April 21, 1976)) and by publication 
in the Federai Register (41 Fed. Reg. 17825 (April 28, 
1976)). 
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The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules 
and regulations thereunder applicable to registered national 
securities exchanges, and in particular, the requirements of 
Section 6 and the rules and regulations thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change filed with 
the Commission on April 16, 1976, be, and it hereby is, 
approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19655/August 20, 1976 


in the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


(70-5858) 


SUPPLEMENTAL ORDER REGARDING ISSUE AND 
SALE OF NOTES TO BANKS AND TO A DEALER IN 
COMMERCIAL PAPER 


Indiana & Michigan Electric Company (‘l&M"), an electric 
utility subsidiary company of American Electric Power Com- 
pany, Inc., a registered holding company, has filed with this 
Commission a post-effective amendment to its application in 
this proceeding pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 50(a)(2) 
and 50(a)(5) promulgated thereunder regarding the follow- 
ing proposed transaction. 


By order dated June 30, 1976 (HCAR No. 19598), this 
Commission, among other things, authorized the issuance 
and sale of short-term notes by I1&M to 37 banks with lines 
of credit in an aggregate amount of $178,695,000. At the 
time of said order, the maximum amount of short-term 
indebtedness which l&M could incur at any one time could 
not exceed $150,000,000. 


1&M now proposes to issue and sell such short-term notes 
to 38 banks which have agreed to purchase up to 
$188,695,000 of such notes. However, the total borrowings 
from all banks will at no time exceed the total amount 
($150,000,000) authorized for all short-term borrowings. 
The notes are to be issued from time to time prior to July 1, 
1977, as funds may be required, provided that none of the 
notes will mature later than December 31, 1977. 


Each note payable to a bank to be issued by 1&M will 
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mature not more than 270 days after the date of the 
issuance or renewal thereof, will bear interest at an annual 
rate of interest not greater than the prime rate of commercial 
banks in effect at the time of issuance or in effect from time 
to time, and will be prepayable at any time without premium 
or penalty. 


1&M proposes to issue and sell such short-term notes in an 
aggregate amount of $10,000,000 to Bankers Trust Com- 
pany, New York, New York. The interest rate will be 112% 
of the prime rate in effect from time to time. I1&M will be 
required to maintain compensating balances of 10% regard- 
ing the bank lines made available by Bankers Trust Com- 
pany. If the full amount were borrowed from this bank, the 
effective interest cost to 1&M, based on a prime rate of 
7.25%, would be 9.02%. No change in the amount of short- 
term borrowings previously authorized is requested. 


The proceeds from the issue and sale of the notes will be 
used by I&M to reimburse its treasury for past expenditures 
made in connection with its construction program and to pay 
part of the cost of its future construction program. Such 
construction expenditures for the years 1976 and 1977 are 
estimated at approximately $140,000,000 and 
$106,000,000. respectively, exclusive of the cost of the 
construction program of !&M’s subsidiary, Indiana & Michi- 
gan Power Company. Estimates of this subsidiary’s con- 
struction expenditures for the years 1976 and 1977 are 
approximately $80,000,000 and $87,000,000, respectively. 


No fees and expenses are expected to be incurred in 
connection with the proposed transaction. No state commis- 
sion and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
application, as amended by said post-effective amendment, 
be granted: 


IT IS ORDERED, pursuant to the applicable standards of 
the Act and rules thereunder, that said application, as 
amended by said post-effective amendment, be, and it 
hereby is, granted forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the Act, 
and subject also to the reservations and limitations previ- 
ously ordered. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 19656/August 20, 1976 
In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
280 Park Avenue 
New York, New York 10017 


SYSTEM FUELS, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


ARKANSAS POWER LIGHT COMPANY 
Ninth and Louisiana Streets 
Little Rock, Arkansas 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


MIDDLE SOUTH ENERGY, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


MIDDLE SOUTH SERVICES, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


MISSISSIPPI POWER & LIGHT COMPANY 
P. O. Box 1640 
Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE INC. 
P. O. Box 60340 
New Orleans, Louisiana 70160 


(70-5889) 


NOTICE OF NUCLEAR FUEL PROCUREMENT PRO- 
GRAM 


NOTICE IS HEREBY GIVEN that Arkansas Power & Light 
Company (“AP&L”), Louisiana Power & Light Company 
(“LP&L”), Mississippi Power & Light Company (“MP&L”) 
and New Orleans Public Service, Inc. (“NOPSI’) (collec- 
tively referred to as “System Companies’), all public utility 
subsidiary companies of Middle South Utilities, Inc. 
(“MSU”), a registered holding company, have filed with this 
Commission an application pursuant to Sections 12(b), 12(f) 
and 15 of the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 87(b)(4), 90 and 91 promuigated thereun- 
der regarding the following proposed transactions. All inter- 
ested persons are referred to said application, which is 
summarized below for a complete statement of the pro- 
posed transactions. 


System Fuels, Inc. (‘SFI’) is a jointly owned, nonutility, fuel 
supply subsidiary company of the System Companies. Pur- 
suant to HCAR No. 17400 (December 17, 1971) SFI has 
carried out, during the period since its organization in 1972, 
an extensive program for the centralized procurement, stor- 
age and transportation of fuel for the system companies of 
MSU. 


To date, SFI primarily has been engaged in programs 


related to fossil fuels. SFl now proposes to initiate a plan to 
extend the benefits of centralized procurement to nuclear 
fuel in order to accommodate MSU's increased commitment 
to nuclear power. 


In effectuating the nuclear fuel procurement program, SFI 
will undertake the responsibility of contracting for the acqui- 
sition, conversion and enrichment of those nuclear materials 
required for the fabrication of nuclear fuel which may be 
utilized for any of the present or proposed system nuclear 
units. The System Companies have one nuclear unit that 
was placed in commercial operation in December of 1974 
(Unit No. 1 of AP&L’s Arkansas Nuclear One). Expenditures 
for nuclear fuel and related services are currently being 


made for four other nuclear units presently under construc- 
tion. 


SFI will establish an inventory of materials during their 
various stages of processing. Such components include 
UsOs concentrates or yellowcake produced by the mining 
and milling of uranium ore, unenriched UFe produced by the 
conversion of yellowcake and enriched UFe. It is proposed 
that SFI would inventory and sell to the System Companies 
enriched UFs. Sales between SFI and the System Compa- 
nies will be made at cost in accordance with Rules 90 and 
91 of the Act. Each System Company will contract for the 
fabrication of its own nuclear fuel and continue to own (or 
sell and lease back) the nuclear fuel during its use. When 
shipped to a fabrication facility, enriched UF. is changed 
into UOz2, made into pellets and inserted into rods for a fuel 
assembly—which would typically be appropriate for use only 
in a specific unit. 


Two alternatives have been proposed as to the use of the 
spent fuel residuals. Either SFI will purchase the spent fuel 
residuals from System Companies or one System Company 
may sell spent fuel residual to another System Company. 


Should SFI purchase the spent fuel residuals, SFI may 
either sell the spent fuel residuals or dispose of nuclear 
waste to third parties. Any funds received by SFI from such 
sales would be used by SFI for its acquisition of other 
nuclear materials and would accordingly reduce the cost of 
nuclear materials. sold by SFI to the system companies. 
Subsequent transfers of nuclear materials and spent fuel 
within the system by system companies will be at cost in 
accordance with Rule 87(b)(4). Such transfer sales will be 
reported to the Commission by a Rule 24 certificate filed on 
a quarterly basis. 


In connection with the initiation of SFI’s nuclear fuel pro- 
curement program, SFI will acquire certain nuclear materials 
and services, or, where feasible, contract rights to nuclear 
materials and services from certain system companies. 


AP&L has sufficient commitments for a supply of UzOs and 
UF. through 1989. SFI proposes to purchase from AP&L, 
approximately 105,000 pounds of U3QOs (“yellowcake”) and 
approximately 339,500 kilograms of unenriched UFe, which 
are in excess of AP&L’s requirements through 1989. SFI will 
pay AP&L an amount equal to the actual costs incurred by 
AP&L for this yellowcake, plus applicable allowance for 
funds used during construction (“AFDC”). As of May 31, 
1976, this amounted to $835,382. The UFe is to be deliv- 
ered by the Kerr McGee Corporation (“Kerr McGee”) under 
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a sales agreement between AP&L and Kerr McGee dated 
July 14, 1970. The estimated delivery schedule and the 
presently estimated cost associated with each delivery of 
UF¢ is as follows: 


Approximate 


Estimated Quantity To Be 








Delivery Date Delivered Estimated Cost 
(KgU as UF6) (In Thousands) 
September, 1976 119,000 $3,426 
April, 1977. ..... 36,000 1,037 
August, 1977 ... 34,500 994 
September, 1977 150,000 4,320 
AOL. 25. 5. 339,500 $9,777 


SFI will pay AP&L an amount equal to actual costs as 
incurred by AP&L for this UFe. In addition, SFI proposes to 
acquire by assignment from LP&L an enrichment contract 
between LP&L and the United States of America (“USA”) 
dated December 31, 1973, and to acquire from Middle 
South Energy, Inc. (“MSE”), a subsidiary of MSU two 
enrichment contracts with the USA dated May 24, 1974. 
These three enrichment contracts were originally intended 
to cover the enrichment requirements of LP&L’s Waterford 
Unit Three and Unit One and Unit Two of MSE’s Grand Guif 
Generating Station, respectively. However, the separative 
work units (the units of enrichment services) to be provided 
under these three contracts may be used in connection with 
the supply of fuel for any nuclear reactor in the System. 


SFI will pay LP&L $3,804,900 (plus AFDC amounting to 
$392,380 at May 31, 1976) as a refund of down payments 
made under the contract to be assigned by LP&L. Also, SFI 
will pay MSE a total of $8,593,200 (plus AFDC amounting to 
$701,167 at May 31, 1976) as a refund of down payments 


made under the two enrichment contracts to be assigned by 
MSE. 


SFI also proposes to acquire by assignment an enrichment 
contract between AP&L and the USA dated April 12, 1971 
and a conversion contract between AP&L and Eldorado 
Nuclear Limited, dated September 20, 1971. In addition, SFI 
proposes to acquire by assignment from Middle South 
Services, Inc. (“MSS”) a yellowcake supply contract with an 
affiliated company of the Rio Tinto-Zinc Corporation, dated 
September 11, 1975, and a conversion contract with Allied 
Chemical Corporation, dated August 22, 1975. 


In order to assure any party contracting with SFI that SFI 
will perform, the System Companies propose to take such 
action as may be appropriate to keep SFI in a sound 
financial condition. Any such indemnification will be based 
on the System Companies ownership of the common stock 
of SFI. Where the above assurances of the System Compa- 
nies are inadequate, MSU will guarantee the performance of 
SFI. Any such assurances of the System Companies and/or 
MSU will be subject to the provisions of Sections 12(b) and 
12(f) of the Act. 


Under its current program for the procurement of fuel for the 
System Companies SFI has a loan agreement with the 
System Companies which provides for the borrowing of up 
to $130,000,000 in 1976 (HCAR No. 19314, December 24, 
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1975). SFI also proposes to fund its 1976 expenditures for 
the nuclear fuel procurement program through loans from 
the system companies under the loan agreement. Estimated 
expenditures will be approximately $17,753,029 through 
calendar year 1976. 


SFI proposes to utilize the expertise of the System Compa- 
nies on a cost basis as and when requested in specialized 
areas. This is to avoid duplicated services within the system 
and to facilitate more efficient and economical nuclear fuel 
procurement activities for the system. 


The Nuclear Regulatory Commission has jurisdiction over 
the ownership and possession of certain nuclear materials. 
It will be necessary for the Energy Research and Develop- 
ment Administration to consent to the assignment of the 
enrichment contracts. No other State commission and no 
Federal commission, other than this Commission, have 
jurisdiction over the proposed transactions. No fees and 
expenses are anticipated to be incurred in connection with 
this transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 13, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail upon 
the applicants at the above-stated addresses, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time after 
said date, the application, as filed or as it may be amended, 
may be granted as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19657/August 23, 1976 


In the Matter of 


MAINE YANKEE ATOMIC POWER COMPANY 
Augusta, Maine 04330 


(70-5805) 
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ORDER AUTHORIZING PROPOSED ISSUE AND SALE 
OF NOTES AND ISSUE OF GUARANTEES BY JOINTLY- 
OWNED SUBSIDIARY COMPANY; GRANTING EXCEPTI- 
TION FROM COMPETITIVE BIDDING 


Maine Yankee Atomic Power Company (“Maine Yankee’), 
an electric utility and indirect subsidiary company of both 
New England Electric System and Northeast Utilities, both 
registered holding companies, has filed an application, and 
amendments thereto, pursuant to Section 6(b) of the Public 
Utility Holding Company Act of 1935 (‘Act’) and Rule 
50(a)(5) promulgated thereunder regarding the following 
proposed transaction. 


Maine Yankee proposes to issue up to $35,000,000 aggre- 
gate principal amount of promissory notes (‘notes’) to MYA 
Fuel Company (‘Fuel Company”), a subsidiary of BSC 
Holdings Inc. (“BSC”). BSC is a New York Corporation 
owned by a partnership composed of partners of Goldman, 
Sachs & Co. The proceeds of the notes are to be used (i) to 
finance the acquisition of a portion of the nuclear fuel 
required to operate the Maine Yankee nuclear generating 
plant at Wiscasset, Maine and (ii) to repay bank indebted- 
ness incurred by Maine Yankee, including up to 
$21,000,000 of bank debt incurred to finance the payment 
at maturity of Maine Yankee's 7'/2% debentures due March 
1, 1976 (issuance of such debi being authorized by order 
dated February 27, 1976, HCAR No. 19408). As of March 
26, 1976, Maine Yankee had $13,600,000 in short-term 
bank loans outstanding. 


The notes will be issued pursuant to a loan agreement 
(“loan agreement’) between the Fuel Company and Maine 
Yankee. The loan agreement provides that Fuel Company 
will loan Maine Yankee up to $35,000,000 from time to time 
over a period of at least five years. The period during which 
Fuel Company may make such loans will be extended 
beyond the initial five year period until 2002, unless three 
years’ notice of a desire to have the obligation of Fuel 
Company to make loans under the loan agreement termi- 
nate at an earlier date is given by one party to the other. 
The notes will bear a stated maturity of 2002, but the notes 
will also become due and payable (i) upon the expiration of 
the term of the loan agreement, or (ii) 270 days after 
termination of the loan agreement by reason of certain 
events specified in the loan agreement. The notes may be 
prepaid at any time in whole or in part without premium or 
penalty. 


Maine Yankee wi!l also enter into a security agreement 
(“security agreement’) with the Fuel Company concurrently 
with execution of the loan agreement. The security agree- 
ment provides that Maine Yankee mortgages, pledges and 
assigns a continuing security interest to Fuel Company in (i) 
certain nuclear fuel, as defined in the loan agreement, (ii) 
Maine Yankee’s rights to receive and collect certain monthly 
payments under certain Capital Funds Agreements, as 
defined in the loan agreement. The security agreement 
states that such security interest is to be collateral security 
for the payment by Maine Yankee of all obligations incurred 
by Maine Yankee under the loan agreement. 


The notes will bear interest in an amount equal to the Fuel 
Company's interest costs and other costs and expenses 
incurred by Fuel Company in connection with its loans to 


Maine Yankee plus '/s of 1% per annum of the aggregate 
principal amount of notes outstanding from time to time. The 
Fuel Company will finance its loans to Maine Yankee by the 
sale of the Fuel Company's commercial paper through 
Goldman, Sachs & Co., for which service the latter will 
receive a discount of '/s of 1% per annum. Such commercial 
paper will be supported by letters of credit under a credit 
agreement (‘credit agreement’) between Fuel Company 
and Manufacturers Hanover Trust Company (“bank”). The 
initial term of the credit agreement will be 5 years, but it may 
be extended until 2002 under provisions similar to those 
governing the loan agreement. The bank will charge a fee of 
1'/4% per annum on the average principal amount commit- 
ted by the bank under its outstanding letters of credit. It is 
stated that the effective cost of the notes to Maine Yankee 
would be approximately 6.9% per annum, assuming Fuel 
Company finances the purchase of the notes entirely by the 
sale of commercial paper yielding 5.50%. 


The credit agreement also authorizes Fuel Company to 
make direct borrowings from the bank so long as the 
aggregate principal amount of the outstanding letters of 
credit and direct borrowings does not exceed $35,000,000. 
The bank will charge a commitment fee of '/s of 1% per 
annum on the excess of the maximum credit available under 
the credit agreement over the aggregate of (i) the amount of 
commercial paper outstanding and (ii) the amount of direct 
borrowings by Fuel Company. The annual interest rate on 
direct borrowings will be 125% of the base rate (“base 
rate”) in effect at the bank from time to time. The base rate 
will be the higher of the rate of interest charged by the bank 
on certain commercial loans (‘prime rate”) or the average 
rate for certain commercial paper. Assuming Fuel Company 
financed purchase of $35,000,000 in notes entirely through 
bank borrowings based on a prime rate of 6%/4%, the 
effective cost of the notes would be 8.44%. 


Maine Yankee further proposes to execute a guarantee of 
(i) the obligations of Fuel Company to make payments 
under the credit agreement and (ii) the payment of commer- 
cial paper which Fuel Company issues pursuant to the loan 
agreement. 


Maine Yankee's capitalization at November 30, 1975, and 
after giving effect to the sale of the notes is as follows: 


CAPITALIZATION AND CAPITALIZATION RATIOS 








Outstanding 
Actual Pro Forma 
Amount % Amount % 


Common Equity . $ 67,984,806 28.6 $ 67,984,806 
Preferred Stock . 15,000,000 63 
First Mortgage 
Bonds 
Nuclear Fuel 
Notes 
Notes Payable to 
Banks & 
Current 
Maturities of 


27.4 
15,000,000 6.1 


125,423,317 52.9 125,423,317 50.6 


Daperehiis Bt —O— 


35,000,000 14.1 
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Outstanding 
Actual Pro Forma 
Long-Term Amount % Amount % 
Debt. oes 28,989,000 12.2 4,289,000 1.8 
Mota. ..65.% $237 ,397,123 100.0 $247,697,123 100.0 


Maine Yankee has sinking fund provisions applicable to its 
Series A, B and C First Mortgage Bonds. These sinking 
fund payments will aggregate $4,775,000 annually through 
the year 2001. Maine Yankee has only one nuclear generat- 
ing plant and no additional generating facilities are planned 
by Maine Yankee. 


Main Yankee requests an exception from the competitive 
bidding requirements of Rule 50 under the Act pursuant to 
Rule 50(a)(5) for the sale of its notes to Fuel Company. 


The Maine Public Utilities Commission has authorized the 
proposed transactions. No other state commission and no 
federal commission, other than this Commission, has juris- 
diction over the proposed transaction. Fees and expenses 
to be incurred in connection with the proposed transaction 
are estimated at $80,500, including legal fees of $57,500. 


Due notice of the filing of said application has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19458), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application, as amended, 
be granted: 


IT !S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted, subject to the terms 
and conditions prescribed in Rule 24 promulgated under the 
Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19658/August 24, 1976 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION CORPORATION 
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Charleston, West Virginia 


COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 
Columbus, Ohio 


COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 
Ashland, Kentucky 


COLUMBIA GULF TRANSMISSION COMPANY 
Houston, Texas 


COLUMBIA ALASKAN GAS TRANSMISSION CORPO- 
RATION 

COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT OF CANADA LTD. 
COLUMBIA COAL GASIFICATION CORPORATION 
COLUMBIA GAS DEVELOPMENT CORPORATION 
COLUMBIA GAS SYSTEM SERVICE CORPORATION 
Wilmington, Delaware 


(70-5872) 


ORDER AUTHORIZING EXEMPTION FROM RULE 48(b) 
FOR LOANS AND ADVANCES MADE TO EMPLOYEES 
FOR MOVING EXPENSES RELATED TO TRANSFERS 
WITHIN A HOLDING COMPANY SYSTEM 


The Columbia Gas System, Inc. (“Columbia”), a registered 
holding company, and its above-named wholly-owned sub- 
sidiary companies have filed a declaration and amendments 
thereto with this Commission pursuant to Sections 3(d), 9 
and 20 of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 48(b) promulgated thereunder as applica- 
ble to the following proposed transaction. 


Columbia and its subsidiaries have adopted a Transfer of 
Personnel Policy (“Policy”) in making home purchase loans 
to its employees. The Policy permits companies within the 
System to make advances to enable a transferred employee 
who is selling a residence in the location from which he was 
transferred to meet obligations such as earnest money, 
down payments, closing costs and other obligations under 
his purchase contract for the new residence. Such ad- 
vances will be evidenced by the employee's promissory 
note which must be paid in full promptly after the sale of the 
residence at the old location. The Policy also provides that 
loans may be made to transferred employees in instances in 
which the employee has received insufficient funds from the 
sale of his residence at the old location to enable him to 
purchase a new residence or where the employee previ- 
ously lived in a rented residence and has insufficient funds 
to enable him to proceed with the purchase of a new 
residence. !n these situations System companies may make 
loans to an employee to enable him to proceed with the 
purchase of a new residence. The loan is to be evidenced 
by the joint and several note of the employee and his 
spouse; is to bear interest at a rate '/2% above the New 
York prime rate in effect at the time the loan is granted, or at 
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the legal limit for such a loan in the state in which the loan is 
granted, whichever is lower; is to be payable by payroll 
deductions over a period not to exceed five years, and in 
any event is to become due and payable in full upon 
termination of employment for any reason. 


Columbia states that the amounts loaned or advanced 
under this policy may sometimes exceed the sum of 
$10,000 permitted by Rule 48(b)(2) but that such loans are 
in addition to the first mortgage financing incident to the 
acquisition of the residence and do not meet the exception 
contained in that rule. In support of its request for authoriza- 
tion to make loans or advances in excess of $10,000 
Columbia states that many homes in the service area of the 
system range upward in price from $50,000 and that trans- 
ferred employees can obtain mortgage financing for only 
50% to 75% of the purchase price. The balance must then 
be paid in cash on closing. Thus, in many cases, especially 
those in which the employee did not own a home in the old 
location but also in instances in which the equity sum 
derived from the sale of the old home is less than the 
amount required for a cash down payment on the new 
home, the cash payment required on closing will exceed 
$10,000. No fixed loan limits exist under the policy, rather, a 
committee of three senior officers exercises its judgment as 
to the reasonableness of the loan request in each case, 
taking into consideration the employee's position with Col- 
umbia, his salary and his length of service. In order to 
facilitate the transfer of employees within the system Col- 
umbia feels that it must have the authority to make loans or 
advances to transferred employees in excess of $10,000. 
Accordingly, Columbia and its subsidiaries propose that 
they be excepted from the requirement of Rule 48(b)(2)/(iii), 
that personal loans or advances to employees in an aggre- 
gate amount of over $10,000 be secured by a first mortgage 
on a residence occupied by the employee, provided such 
loans or advances are made pursuant to the terms of the 
Policy. 


The Columbia System further proposes to file with the 
Commission, subsequent to the making of any loan exceed- 
ing $10,000 to any system employee, a certificate under 
Rule 24 stating the identity of the employee and the amount 
of the loan. It is proposed that such certificates under Rule 
24 will be filed on a quarterly basis. 


The fees and expenses to be incurred in connection with the 
proposed transaction are estimated at $3,900. It is stated 
that no State commission and no Federal commission, other 
than this Commission has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19634), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said declaration, as amended, 
be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 


amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions prescribed 
in Rule 24 promulgated under the Act, except that the time 
for filing the certification thereunder with respect to the 
proposed transactions is extended so as to allow filing on a 
quarterly basis. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19659/August 24, 1976 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P.O. Box 21106 
Shreveport, Louisiana 71156 


(70-5893) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS TO MUNICIPALITY IN CONNEC- 
TION WITH FINANCING OF POLLUTION CONTROL FA- 
CILITIES; REQUEST FOR EXCEPTION FROM COMPETI- 
TIVE BIDDING 


NOTICE IS HEREBY GIVEN that Southwestern Electric 
Power Company (“SWEPCO"), an electric utility subsidiary 
company of Central and South West Corporation, a regis- 
tered holding company, has filed an application-declaration 
with this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘Act’) designating Sections 6 and 7 
of the Act and Rule 50 promulgated thereunder as applica- 
ble to the proposed transactions. All interested persons are 
referred to the application-declaration, which is summarized 
below, for a complete statement of the proposed transac- 
tions. 


SWEPCO states that in order to comply with applicable 
state and federal environmental requirements with respect 
to its Flint Creek Power Plant (‘plant’) under construction 
near Siloam Springs, Arkansas, it is necessary to construct 
and equip the plant with certain air and water pollution 
control facilities and sewage and solid waste disposal 
facilities (‘facilities’). To finance the acquisition, construc- 
tion and equipment of the facilities, SWEPCO proposes to 
make two borrowings from the City of Siloam Springs, 
Arkansas (‘City’). 


The two loans from the City to SWEPCO will be made under 
two loan agreements (“loan agreements”). The loan agree- 
ments provide that the City will issue its Revenue Bonds 
(“revenue bonds”) at SWEPCO's request and that the City 
will concurrently loan SWEPCO an amount equal to the 
aggregate principal amount of the revenue bonds. The loan 
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agreements further require SWEPCO to execute and deliver 
its bonds (“SWEPCO bonds’) to the Revenue Bond Trustee 
as evidence of and security for the loans. 


The loan agreements obligate SWEPCO to complete the 
facilities, whether or not the loan proceeds are sufficient 
therefor, and to apply the loan proceeds to the costs thereof 
as defined in the loan agreements. SWEPCO further agrees 
to indemnify the City in connection with the transactions 
contemplated by the loan agreements and to provide the 
City with sufficient revenues to discharge its obligations on 
the revenue bonds. 


The SWEPCO bonds will be issued under SWEPCO's 
Indenture dated February 1, 1940 to Continental Illinois 
National Bank and Trust Company of Chicago and M.J. 
Kruger, as Trustees. The SWEPCO bonds will be issued in 
two series: The Series A SWEPCO bonds will be issued in a 
principal amount estimated at approximately $8,000,000 
(but not in excess of $9,000,000) and will be equal in 
amount to the Series A revenue bonds. The Series A bonds 
will mature not later than 30 years from their issue date. The 
Series A SWEPCO bonds will be subject to either sinking 
fund redemption or serial maturity provisions sufficient to 
ensure the retirement prior to 30 years from the issue date 
of 25% of the aggregate principal amount of the SWEPCO 
Bonds. The SWEPCO Bonds will bear interest at a rate or 
rates equal to the interest rate or rates equal to the interest 
rate or rates of the corresponding Series A revenue bonds. 


The SWEPCO bonds, or such portion thereof as mature 
more than 10 years after the issue date, will be redeemable 
at SWEPCO’s option on and after 10 years from the issue 
date in whole or in part. The redemption prices wil! begin at 
103% of the principal amount of the bond for redemptions 
occurring from 10 years to 10'/2 years after the issue date 
and declining '/2% of such principal amount thereof for 
redemptions occurring on either of each successive two 
interest payment dates thereafter to 100% for redemptions 
occurring 16 or more years after the issue date. The 
SWEPCO bonds will also be subject to redemption at 100% 
of the principal amount thereof (plus accrued interest) upon 
the occurrence of certain extraordinary events described in 
SWEPCO’s supplemental indentures. 


SWEPCO also proposes to increase the limit on aggregate 
first mortgage bonds permitted to be outstanding under the 
SWEPCO indenture referred to above from $300 million to 
$1 billion. SWEPCO states that this limitation is required by 
state law and may be increased from time to time by 
resolution of the SWEPCO Board of Directors. The 
SWEPCO supplemental indenture relating to the SWEPCO 
Series A bonds referred to herein will provide for this 
increase. 


It is contemplated that the City will sell its revenue bonds 
through a public offering managed by Merrill Lynch, Pierce, 
Fenner & Smith, Inc. SWEPCO will not be a party to the 
contract between Merrill Lynch and the City but terms of that 
contract are subject to SWEPCO’s approval. 


SWEPCO requests an exception from the competitive bid- 
ding requirements of Rule 50 for the sale of its bonds to the 
City pursuant to Rule 50(a)(5). 
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It is stated that the Arkansas Public Service Commission 
and the Corporation Commission of the State of Oklahoma 
have jurisdiction over the proposed transactions and that no 
other state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. Fees and expenses to be incurred in connec- 
tion with the proposed transactions will be supplied by 
amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 20, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, and reasons for such requesi, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail upon 
the applicant-declarant at the above-stated address and 
proof of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filled with the request. At any time 
after said date, the application-declaration, as amended or 
as it may be further amended, may be granted and permit- 
ted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19660 
August 25, 1976 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


(70-5887) 


NOTICE OF PROPOSED EXTENSION OF SHORT-TERM 
BORROWING AUTHORITY IN EXCESS OF 10% OF CAPI- 
TALIZATION AND PROPOSED CHARTER AMENDMENT 
TO CREATE $25 PAR PREFERRED; ORDER AUTHORIZ- 
ING SOLICITATION OF PROXIES IN CONNECTION 
THEREWITH 
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NOTICE IS HEREBY GIVEN that Indiana & Michigan Elec- 
tric Company (“l&M”), an electric utility subsidiary company 
of American Electric Power Company, Inc. (“AEP”), a 
registered holding company, has filed a declaration, and an 
amendment thereto, with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (‘Act’), desig- 
nating Sections 6(a), 7 and 12(e) of the Act and Rules 62 
and 65 promulgated thereunder as applicable to the pro- 
posed transactions. All interested persons are referred to 
the declaration, as amended, which is summarized below, 
for a complete statement of the proposed transactions. 


1&M proposes to obtain the consent of the holders of its 
outstanding cumulative preferred stock to approve a 4-year 
extension of 1&M’s authority under its Articles of Acceptance 
(“Charter”) to issue or assume short-term debt in an aggre- 
gate principal amount exceeding 10%, but which, together 
with outstanding long-term unsecured debt, would not ex- 
ceed 20% of I&M's total capitalization at any time. The 
proposed extension would commence January 1, 1977 and 
end December 31, 1980 and would be subject to the proviso 
that the principal amount of such short-term unsecured debt 
in excess of 10% of total capitalization outstanding on such 
date shall mature not later than June 30, 1981. I&M at 
present is permitted to issue or assume unsecured debt 
securities within the foregoing limit pursuant to an authoriza- 
tion expiring December 31, 1976 (order dated January 26, 
1973, HCAR No. 17865). 1&M requests the Commission's 
approval of this extension of borrowing authority. The actual 
issue and sale of securities related to such extension of 
borrowing authority will be subject to further authorization of 
the Commission. 


1&M also proposes to amend its Charter to create authority 
for 1&M to issue 4,000,000 shares of its Cumulative Pre- 
ferred Stock with a par value or $25 per share. I&M’s 
Charter presently authorizes 1&M to issue 2,250,000 shares 
of cumulative preferred stock with $100 par value, of which 
780,000 shares remain unissued to date. 1&M states that a 
market for preferred stock priced at less than $100 per 
share recently has developed. Consequently, 1&M states it 
believes that its ability to sell preferred stock on favorable 
terms will be strengthened by the creation of authority to 
issue additional shares of preferred stock with a par value of 
$25 per share. 


The $100 par preferred and the $25 par preferred will be of 
equal rank and will confer equal rights upon the holders 
thereof, except as to the par value per share, the number of 
votes per share, and permissible variations among the 
series thereof as detailed below. The $100 and $25 par 
preferred will vote as a single class on matters on which the 
preferred stockholders may vote, but the holders of the $25 
par preferred will have '/4 vote per share. |[&M’s Board of 
Directors is empowered to issue series of the $25 par 
preferred and to fix the dividend rate, liquidation prices, 
redemption terms and prices and sinking fund provisions, if 
any, for such series, as it is currently empowered to do with 
respect to the authorized and unissued $100 par preferred. 


1&M proposes to solicit proxies from its common stockholder 
and the holders of its $100 par preferred stock to be used at 
a special meeting of the common and preferred stockhold- 
ers to be held on October 13, 1976. Holders of the 1&M 
preferred stock will be asked to approve the 1&M Charter 


amendment and the extension of the short-term borrowing 
authority in excess of 10% of |&M's capitalization. Approval 
of the Charter amendment requires the affirmative vote of a 
majority of the outstanding shares of |&M’s common stock, 
voting as a class, and the affirmative vote of holders of a 
majority of the outstanding shares of 1&M’s Cumulative 
Preferred Stock, voting as a class. AEP, owner of all 1&M’'s 
common stock, has indicated that it intends to vote all of 
such shares in favor of the Charter amendment. Approval of 
the extension of time to issue short-term debt in excess of 
10% of capitalization requires the affirmative vote of the 
holders of a majority of the total number of outstanding 
shares of 1&M’s Cumulative Preferred Stock. 


It is stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. Fees and expenses to be incurred in 
connection with the proposed transactions are estimated at 
$48,900,/including legal fees of $1,500. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 23, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration, as amended, which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D. C. 20549. 
A copy of such request should be served personally or by 
mail upon the declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any time 
after said date, the declaration, as amended, or as it may be 
further amended, may be permitted to become effective as 
provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


It appearing that the declaration, as amended, insofar as it 
proposes the solicitation of proxies from |&M's preferred and 
common stockholders, should be permitted to become ef- 
fective forthwith pursuant to Rule 62: 


IT |S ORDERED, that the declaration, as amended, regard- 
ing the proposed solicitation of proxies from I&M’s and 
common stockholders, be, and it hereby is, permitted to 
become effective forthwith pursuant to Rule 62 and subject 
to the terms and conditions prescribed in Rule 24 under the 
Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9403/August 20, 1976 





In the Matter of 


AMERICARE GROWTH FUND, INC. 
601 Sixth Avenue 
Des Moines, lowa 50334 


(811-2103) 


NOTICE OF APPLICATION PURSUANT TO SECTION 8(f) 
OF THE ACT FOR AN ORDER DECLARING THAT APPLI- 
CANT HAS CEASED TO BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Americare Growth Fund, 
Inc. (“Applicant”), registered under the Investment Com- 
pany Act of 1940 (‘Act’) as an open-end diversified man- 
agement company, filed an application on April 1, 1976, and 
an amendment thereto on July 19, 1976, pursuant to 
Section 8(f) of the Act for an order of the Commission 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. All interested persons are 
referred to the application, as amended, on file with the 
Commission for a statement of the representations con- 
tained therein, which are summarized below. 


Applicant represents that it was incorporated under the laws 
of the State of Delaware on July 24, 1970, and registered 
under the Act on August 20, 1970. It states that it publicly 
offered its shares between June 30, 1971 and July 30, 1971 
pursuant to a registration statement filed under the Securi- 
ties Act of 1933. 


Applicant further represents that on February 5, 1976, it was 
merged into Eaton & Howard Growth Fund, Inc. (“Growth”) 
pursuant to an Agreement and Plan of Merger dated April 
11, 1975 between Applicant and Growth, also an open-end, 
diversified management company registered under the Act, 
and that this transaction was approved by the Board of 
Directors of Applicant and Growth and was approved by the 
stockholders of Applicant on January 27, 1976 at a special 
meeting of stockholders. Pursuant to the Agreement and 
Plan of Merger, all of the outstanding shares of capital stock 
of Applicant were converted into a number of shares of 
Growth determined on the basis of the relative net asset 
values of Applicant and Growth. Applicant also represents 
that it filed a certificate of dissolution with the Secretary of 
State of the State of Delaware, which was approved on 
March 1, 1976; and that since February 15, 1976 it has 
remained in existence solely for the purpose of deregister- 
ing with the Commission and winding-up its activities. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission, upon application, finds that a 
registered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon the 
taking effect of such order, the registration of such company 
shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 15, 1976, at 5:30 p.m., 
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submit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit, or in case 
of an attorney at law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the Act, an 
order disposing of the matter will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission's own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9404/August 20, 1976 


In the Matter of 


ALASKA CONTINENTAL DEVELOPMENT COR- 
PORATION 

P.O. Box 66579 

Seattle, Washington 98166 


(812-3950) 


ORDER PURSUANT TO SECTIONS 6(c) AND 6(e) OF 
THE ACT GRANTING TEMPORARY EXEMPTION FROM 
SECTION 7 


Alaska Continental Development Corporation (‘Applicant’), 
an Alaskan Corporation, has applied pursuant to Sections 
6(c) and 6(e) of the Investment Company Act of 1940 
(‘Act’) for an order of the Commission temporarily exempt- 
ing it from the provisions of Section 7 of the Act from June 
21, 1976, until the Commission has acted upon an applica- 
tion under Sections 3(b)(2) and 6(c) of the Act filed by 
Applicant. Applicant, in requesting such temporary exemp- 
tion, has agreed that Applicant and other persons in their 
transactions and relations with it shall be subject to certain 
provisions of the Act and the respective Rules and Regula- 
tions promulgated thereunder as though Applicant were a 
registered investment company. 


On July 21, 1976, a notice (Investment Company Act 
Release No. 9362) was issued of the filing of said applica- 
tion pursuant to Sections 6(c) and 6(e) of the Act. The 
notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application 
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would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found, on the 
basis of the information stated in the application, that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provi- 
sions of the Act, subject to the conditions stated below, 
which are deemed necessary or appropriate in the public 
interest for the protection of investors and to which the 
Applicant has consented. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
Applicant is hereby exempted from the provisions of Section 
7 of the Act during the period commencing June 21, 1976, 
and continuing until the Commission has acted upon Appli- 
cant’s application under Sections 3(b)(2) and 6(c) of the Act. 


IT IS FURTHER ORDERED, pursuant to Sections 6(c) and 
6(e) of the Act, that during the temporary exemption period 
Applicant and other persons in their relations and transac- 
tions with it shall be subject to all other provisions of the Act 
and the Rules and Regulations thereunder as though Appli- 
cant were a registered investment company, except the 
following: Section 8; subsection (a) of Section 10; subsec- 
tions (a)(2) and (a)(4) of Section 13; subsections (f), (g) and 
(h) of Section 17; Section 18; subsection (a) of Section 20; 
Section 23; Section 30 (except subsection (f) thereof); 
Section 31; and Section 32 of the Act and the Rules and 
Regulations thereunder. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9405/August 20, 1976 


In the Matter of 


NATIONAL MUNICIPAL TRUST, SPECIAL 
TRUSTS, FIRST COMBINED INTERMEDIATE/ 
DISCOUNT SERIES AND SUBSEQUENT AND 
SIMILAR SERIES 


c/o Thomson & McKinnon Auchincloss 
Kohimeyer Inc. 

One New York Plaza 

New York, New York 10004 


(812-3971) 
ORDER PURSUANT TO SECTION 6(c) OF THE ACT 


GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTIONS 14(a) AND 22(d) OF THE ACT AND RULES 


19b-1 AND 22c-1 UNDER THE ACT 


On July 23, 1976, a notice was issued (Investment Com- 
pany Act Release No. 9365) of an application filed on June 
22, 1976, by National Municipal Trust, Special Trusts, First 
Combined Intermediate/Discount Series and Subsequent 
and Similar Series (‘Applicant’), a unit investment trust 
registered under the Investment Company Act of 1940 
(“Act”), pursuant to Section 6(c) of the Act for an order of 
exemption from the provisions of Sections 14(a) and 22(d) 
of the Act and Rules 19b-1 and 22c-1 under the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the requested exemptions is appropriate in the 
public interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provi- 
sions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Sec- 
tions 14(a) and 22(d) of the Act and Rules 19b-1 and 22c-1 
under the Act, to the extent requested, be and hereby is, 
granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9406/August 23, 1976 


In the Matter of 


INVESTORS DIVERSIFIED SERVICES, INC. 


IDS BOND FUND, INC. 

IDS CASH MANAGEMENT FUND, INC. 

IDS GROWTH FUND, INC. 

IDS NEW DIMENSIONS FUND, INC. 

IDS PROGRESSIVE FUND, INC. 

INVESTORS MUTUAL, INC. 

INVESTORS SELECTIVE FUND, INC. 
INVESTORS STOCK FUND, INC. 

INVESTORS VARIABLE PAYMENT FUND, INC. 


INVESTORS SYNDICATE OF AMERICA, INC. 


IDS LIFE INSURANCE COMPANY 

IDS LIFE VARIABLE ANNUITY FUND A 
IDS LIFE VARIABLE ANNUITY FUND B 
1000 Roanoke Building 

Minneapolis, Minnesota 55402 
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(812-3979) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTION FROM 
THE PROVISIONS OF SECTION 15(a), 15(b), and 15(c) 
OF THE ACT WITH RESPECT TO INVESTMENT ADVIS- 
ORY AND PRINCIPAL UNDERWRITING CONTRACTS 


NOTICE IS HEREBY GIVEN that Investors Diversified 
Services, Inc. (“IDS”), IDS Bond Fund, Inc. (Bond Fund’), 
IDS Cash Management Fund, Inc. (“Cash Fund’), IDS 
Growth Fund, Inc., IDS New Dimensions Fund, Inc., IDS 
Progressive Fund, Inc., Investors Mutual, Inc., Investors 
Selective Fund, Inc., Investors Stock Fund, Inc., Investors 
Variable Payment Fund, Inc. (collectively the “Mutual 
Funds’), Investors Syndicate of America, Inc. (“ISA”), IDS 
Life Insurance Company (“IDS Life”), IDS Life Variable 
Annuity Fund A and IDS Life Variable Annuity Fund B 
(collectively the “Variable Annuity Funds’) (collectively the 
“Applicants”) have filed an application on July 2, 1976 and 
an amendment thereto on August 11, 1976, pursuant to 
Section 6(c) of the Investment Company Act of 1940 (“Act”) 
for an order of temporary exemption from Section 15 of the 
Act. All interested persons are referred to the application on 
file with the Commission for a statement of the representa- 
tions contained therein, which are summarized below. 


IDS acts as investment adviser to, and as principal under- 
writer for, the Mutual Funds and ISA, a wholly-owned 
subsidiary of IDS. IDS and IDS Life, a wholly-owned subsid- 
iary of IDS, act as investment advisers for the Variable 
Annuity Funds. IDS Life, in addition, acts as principal 
underwriter for the Variable Annuity Funds. The Mutual 
Funds and Variable Annuity Funds are registered under the 
Act as diversified open-end management investment com- 
panies; ISA is registered under the Act as a face-amount 
certificate company. 


Investment advisory agreements between IDS and the 
Mutual Funds, all dated July 10, 1975, were submitted to 
and approved by the shareholders of the Mutual Funds at 
their annual meetings held on July 9, 1975 (except that the 
advisory agreement between IDS and Cash Fund, dated 
May 5, 1976, was submitted to and approved by sharehold- 
ers on May 5, 1976). The advisory agreement between IDS 
and ISA, dated December 31, 1974, was approved by the 
stockholder of ISA on that date, and on November 12, 1975, 
the board of directors of ISA approved the renewal of such 
agreement. The advisory agreement between IDS Life and 
each of the Variable Annuity Funds and the advisory 
agreements between IDS and IDS Life with respect to each 
Variable Annuity Fund, all dated July 16, 1975, were sub- 
mitted to and approved by the contract holders of each 
Variable Annuity Fund on that date. On May 13, 1976, the 
boards of managers of the Variable Annuity Funds ap- 
proved the renewal of all of the advisory agreements 
between such Funds and IDS Life, and between IDS and 
IDS Life. 


Distribution agreements made between IDS and each of the 
Mutual Funds (other than Cash Fund), all dated December 
31, 1974, were reapproved by the boards of directors of the 
Mutual Funds on July 10, 1975. The distribution agreement 
between IDS and Cash Fund, dated September 11, 1975, 
was approved by its board of directors on that date. IDS’ 
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distribution agreement with ISA, dated February 11, 1976, 
was approved by ISA's board of directors on that date. 
Distribution agreements, dated February 14, 1974, between 
IDS Life and the Variable Annuity Funds, were approved by 
the boards of directors of the Variable Annuity Funds on that 
date and have been renewed at least annually thereafter. 
The distribution agreements were last approved by the 
boards of managers of the Variable Annuity Funds on 
October 28, 1975. 


Each of such investment advisory and distribution agree- 
ments contains provisions required by Section 15 of the Act 
for their automatic termination in the event of their “assign- 
ment”. 


On May 5, 1976, Alleghany Corporation (“Alleghany”) was 
the beneficial owner of 495,815 shares of IDS Class A 
Common Stock and 6,313,660 shares of IDS Class B 
Common Stock, constituting an aggregate of 44.9% of the 
outstanding voting stock of IDS, and giving it control of IDS 
within the meaning of the Act. 


On May 5, 1976, the Estate of Allan P. Kirby beneficially 
owned 1,596,033 shares, or approximately 20.3% of the 
outstanding Common Stock of Alleghany. Under the terms 
of the will of Allan P. Kirby, the F. M. Kirby Foundation, Inc., 
a Charitable organization, was bequeathed a specific legacy 
of 1,000,000 shares of the Common Stock of Alleghany, of 
which 55,000 were advanced to the Foundation prior to May 
2, 1973. 


On May 12, 1976, the Estate distributed to the Foundation, 
effective May 6, 1976, the balance of the specific legacy 
referred to above, constituting 945,000 shares of Alleghany 
Common Stock, equal to approximately 12% of Alleghany's 
outstanding Common Stock. 


On April 19, 1974, the Commission entered an order 
(Investment Company Act Release No. 8317) pursuant to 
Section 6(c) of the Act granting temporary exemptions from 
the provisions of Sections 15(a), 15(b) and 15(c) of the Act 
to the Mutual Funds (other than Bond Fund and Cash Fund 
which did not then exist), the Variable Annuity Funds, ISA, 
IDS and IDS Life (the “Order’). In part, the Order granted 
exemptions to permit IDS and IDS Life to serve as invest- 
ment advisers to the then existing Mutual Funds, ISA and 
the Variable Annuity Funds, respectively, during the period 
from the date of distribution of shares of Alleghany Common 
Stock by the Estate to the Foundation until the dates of the 
final adjournments of the first meetings of shareholders or 
contract holders, as the case may be, of such entities held 
subsequent to such distribution date. The exemptions were 
conditioned upon said meetings being held within one year 
of the date of distribution by the Estate. With respect to the 
distribution agreements, the Order granted exemptions for 
the period, not to exceed 120 days, between the date of the 
distribution by the Estate to the Foundation and the date of 
the first meetings of the boards of directors of such entities 
held subsequent to such distribution date. 


Section 15(a) of the Act provides, in pertinent part, that it 
shall be unlawful for any person to serve or act as an 
investment adviser of an investment company except pur- 
suant to a written contract which has been approved by a 
vote of a majority of the outstanding voting securities of 
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such company, and requires that such written contract must 
provide for automatic termination in the event of its assign- 
ment. 


Section 15(b) of the Act provides, in pertinent part, that it 
shall be unlawful for any principal underwriter for an open- 
end company to offer for sale, sell, or deliver after sale any 
security of which such company is the issuer except pur- 
suant to a written contract with such company, and requires 
that such written contract must provide for automatic termi- 
nation in the event of its assignment. 


Section 15(c) of the Act provides, in pertinent part, that it 
shall be unlawful for any investment company having a 
board of directors to enter into, renew, or perform any 
investment advisory or underwriting contract unless the 
terms of such contract and any renewal thereof have been 
approved by the vote of a majority of directors who are not 
parties to such contract or interested persons of any such 
party. 


Section 2(a)(4) of the Act defines “assignment” to include 
any direct or indirect transfer of a controlling block of the 
assignor's outstanding voting securities by a security holder 
of the assignor. 


If the transfer of the right to vote Alleghany Common Stock 
occasioned by the distribution on May 12, 1976, effective 
May 6, 1976, by the Estate to the Foundation under the 
terms of the will gave rise to an “assignment’ of the 
investment advisory and distribution agreements under the 
provisions of the Act, such agreements would have auto- 
matically terminated upon such transfer. 


Therefore, Applicants request an order pursuant to Section 
6(c) of the Act exempting the parties from the provisions of 
Section 15(a), (b) and (c) to the extent necessary to permit: 


(i) IDS to act as investment adviser to Bond Fund on the 
same terms and conditions set forth in the advisory contract, 
dated July 10, 1975, between IDS and Bond Fund as the 
same was in effect on the date of the distribution by the 
Estate to the Foundation, for the period from the date of 
such distribution until the final adjournment of its annual 
meeting of shareholders held on July 7, 1976; 


(ii) IDS to act as investment adviser to Cash Fund on the 
terms and conditions set forth in the advisory contract, 
dated May 5, 1976, between IDS and Cash Fund as the 
same was in effect on the date of the distribution by the 
Estate to the Foundation, for the period from the date of 
such distribution until the final adjournment of its 1977 
annual meeting of shareholders to be held on or before July 
2; t97T: 


(iii) IDS and IDS Life to act as investment advisers to the 
Variable Annuity Funds on the terms and conditions set 
forth in the advisory contracts, all dated July 16, 1975, 
between IDS Life and such Variable Annuity Funds and 
between IDS Life and IDS as the same were in effect on the 
date of the distribution by the Estate to the Foundation, for 
the period from the final adjournment of the first annual 
meetings of contract holders after such distribution, held on 
July 14, 1976, until the final adjournment of their respective 
1977 annual meetings of contract holders to be held on or 


before July 2, 1977; 


(IV) IDS to act as investment adviser to ISA on the terms 
and conditions set forth in the advisory contract dated 
December 31, 1974, between IDS and ISA as the same was 
in effect on the date of the distribution by the Estate to the 
Foundation, for the period from the final adjournment of the 
first meeting of its stockholder after such distribution, until 
the final adjournment of the meeting of the stockholder of 
ISA, held on August 11, 1976. 


(v) IDS to act as principal underwriter for Bond Fund on the 
terms and conditions set forth in the distribution agreement, 
dated December 31, 1974, between IDS and Bond Fund as 
the same was in effect on the date of the distribution by the 
Estate to the Foundation, for the period from the date of 
such distribution until the meeting of its board of directors 
held on July 8, 1976; 


(vi) IDS to act as principal underwriter for Cash Fund on the 
terms and conditions set forth in the distribution agreement, 
dated September 1, 1975,’between IDS and Cash Fund as 
the same was in effect on the date of the distribution by the 
Estate to the Foundation, for the period from the date of 
such distribution until the meeting of its board of directors 
held on July 8, 1976; and 


(vii) IDS to act as principal underwriter for ISA and the 
Mutual Funds (other than Bond Fund and Cash Fund) on 
the terms and conditions set forth in the distribution agree- 
ments, dated December 31, 1974 and February 11, 1976, 
between IDS and such Mutual Funds and between IDS and 
ISA, respectively, as the same were in effect on the date of 
the distribution by the Estate to the Foundation, for the 
period from the date of the first meeting of the respective 
boards of Directors of ISA and such Mutual Funds after 
such distributions until the date of the meetings of the 
boards of directors of the Mutual Funds held on July 8, 
1976, and of the board of directors of ISA held on August 
11, 1976; and 


(viii) IDS Life to act as principal underwriter for the Variable 
Annuity Funds on the same terms and conditions set forth in 
distribution agreements dated February 14, 1974, be- 
tween IDS Life and the Variable Annuity Funds as the same 
were in effect on the date of distribution by the Estate to the 
Foundation, for the period from the date of the first meeting 
of the boards of managers of the Variable Annuity Funds 
after such distributions until the date of the meetings of their 
respective boards of managers held on August 12, 1976; 


Applicants expect that the transfer of the power to vote 
945,000 shares of Alleghany Common Stock from Messrs 
F. M. Kirby, Allan P. Kirby, Jr., William G. Rabe and 
Manufacturers Hanover Trust Company, as executors of the 
Estate, to Mrs. Allan P. Kirby and her children, Grace Kirby 
Culbertson, Ann Kirby Kirby, F. M. Kirby and Allan P. Kirby, 
Jr., as directors of the Foundation will not cause any change 
in the investment advisory or underwriting policies, practices 
or personnel of IDS or IDS Life. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or unconditionally 
exempt any person or transactions from any provision of the 
Act or of any rule or regulation thereunder, if and to the 
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extent that such exemption is necessary or appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. 


Applicants contend that the granting of the requested ex- 
emptions is necessary or appropriate in the public interest 
and consistent with the protection of investors and the 
purposes fairly intended by the policy and the provisions of 
the Act. In support of their contentions, Applicants state that 
(1) no substantial benefit to the shareholders would result 
from holding special meetings of Bond Fund, Cash Fund or 
the Variable Annuity Funds to approve new advisory agree- 
ments with IDS, (ii) relief similar to that granted pursuant to 
the prior Order would be appropriate insofar as Bond Fund 
and Cash Fund are concerned since such Order would have 
been applicable to them had they been in existence when 
the Order was entered, and (iii) literal compliance with the 
existing Order is not possible with respect to approval of the 
advisory agreement between ISA and IDS, and with respect 
to the distribution agreements, although approvals of new 
distribution agreements within the 120 day period contem- 
plated by such Order will be secured. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 14, 1976, at 5:30 p.m., 
submit to the Commission in writing a request for a hearing 
on the matter, accompanied by a statement as to the nature 
of his interest, the reason for such request and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address stated 
above. Proof of such service (by affidavit or in case of an 
attorney-at-law by certificate) shall be filed contempora- 
neously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date, unless the Commission thereafter or- 
ders a hearing upon request or upon the Commission's own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9407/August 23, 1976 


In the Matter of 


NUVEEN TAX-EXEMPT BOND FUND—MEDIUM TERM 
(SERIES 1 AND SUBSEQUENT SERIES) 
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and 


JOHN NUVEEN & CO. INCORPORATED 
209 South La Salle Street 
Chicago, Illinois 60604 


(812-4009) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF EXEMP- 
TION FROM THE PROVISIONS OF SECTION 14(a) OF 
THE ACT AND RULE 19b-1 UNDER THE ACT 


NOTICE IS HEREBY GIVEN THAT Nuveen Tax-Exempt 
Bond Fund—Medium Term (Series 1 and Subsequent Se- 
ries) (the “Fund’’), a unit investment trust registered under 
the Investment Company Act of 1940 (‘Act’), and its 
sponsor, John Nuveen & Co. Incorporated (‘Sponsor’) 
(hereinafter the Fund and the Sponsor are collectively 
referred to as Applicants”) filed an application on August 
16, 1976, pursuant to Section 6(c) of the Act for an order of 
exemption from the provisions of Section 14(a) of the Act, 
and exempting the frequency of the distribution of capital 
gains from the provisions of Rule 19b-1 under the Act. All 
interested persons are referred to the application on file with 
the Commission for a statement of the representations 
therein, which are summarized below. 


Each series of the Fund (Series 1 and Subsequent Series) 
will be governed by the provisions of a trust indenture and 
agreement (‘Indenture’) to be entered into by the Sponsor 
and a corporation organized and doing business under the 
laws of the United States or a state thereof, which is 
authorized under such laws to exercise corporate trust 
powers and having at all times an aggregate capital, sur- 
plus, and undivided profits of not less than $5,000,000 
(‘Trustee’). It is contemplated that the United States Trust 
Company of New York will serve as Trustee for Series 1. A 
separate Indenture will be entered into each time a series is 
created and activated, and the bonds which comprise its 
portfolio (or delivery statements relating to contracts for the 
purchase of such bonds together with funds represented by 
an irrevocable letter of credit issued by a major commercial 
bank in the amount required for their purchase) are depos- 
ited with the trustee. Each series will be substantially 
identical except as to size, number of units and the individ- 
ual bonds in the portfolio. 


Pursuant to the Indenture, the Sponsor will deposit with the 
Trustee bonds which the Sponsor shall have accumulated 
for such purpose in an amount at least equal to the 
aggregate principal amount of the Units to be offered. 
Simultaneously with such deposit, the Trustee will deliver to 
the Sponsor registered certificates for the Units which will 
represent the entire ownership of the respective series. 
There Units will in turn be offered for sale to the public by 
the Sponsor. 


The Evaluator at the date of deposit of any particular series 
is Standard & Poor's Corporation, and thereafter will be 
John Nuveen & Co. Incorporated. The Fund represents that 
the objective of each of its series (Series 1 and subsequent 
series) is to seek tax-exempt income and conservation of 
capital through an investment in tax-exempt bonds. All of 
such bonds will be obligations issued by or on behalf of 
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states, counties, territories or municipalities of the United 
States and authorities or political subdivisions thereof, the 
interest on which, in the opinion of counsel to the various 
issuers of such bonds, is exempt from all Federal income 
taxes under existing laws. 


The bonds (“Bonds”) which will constitute the portfolio of 
each series will be selected in advance and will be identifia- 
ble in respect of each series on the date of deposit with the 
Trustee. 


Section 14(a) 


Section 14(a) of the Act, in substance, provides that no 
registered investment company and no principal underwriter 
for such a company shall make a public offering of securi- 
ties of which such company is the issuer unless (1) the 
company has a net worth of at least $100,000; (2) at the 
time of a previous public offering it had a net worth of 
$100,000; or (3) provision is made that a net worth of 
$100,000 will be obtained from not more than twenty-five 
responsible persons within ninety days, or the entire pro- 
ceeds received, including sales charge, will be refunded. 


Applicants represent that the Bonds for a portfolio of a 
series of the Fund (or delivery statements relating thereto 
and funds for the purchase thereof as set forth above) are 
delivered to the Trustee on the date of a deposit, and from 
that time on, except for the payment of limited amounts of 
expenses specified in the Indenture, such Bonds are held in 
the custody of the Trustee subject to the Indenture which, in 
substance, provides that the Trustee may dispose of the 
Bonds when events occur which may affect their investment 
stability and distribute the proceeds thereof in partial liquida- 
tion to certificateholders. However, there is no provision 
permitting the Bonds to be pledged or subjected to any debt 
by Applicants. 


The Sponsor has represented that no series of the Fund will 
be created which will contain in the portfolio on the date of 
deposit, Bonds (or delivery statements relating thereto and 
funds for the purchase thereof) having a principal amount of 
less than $3,000,000. In the event the value of such a series 
should decrease to the greater of $1,000,000 or 20% of the 
amount of the Bonds initially deposited, for any reason, the 
Trustee may, and when so directed by the Sponsor shall, 
terminate and liquidate the series. Thus, Applicants repre- 
sent that it is highly unlikely that, except during the course of 
liquidation, the net worth of any series would ever decline to 
$100,000 or less. 


As a further basis for the requested exemption, the Sponsor 
also represents that, in the event that the net worth of any 
series of the Fund should be reduced to less than $100,000 
within 90 days after the registration statement under the 
Securities Act of 1933 becomes effective in respect of that 
series, the Sponsor will repurchase all units of such series 
which have been sold prior to such date at the same price 
paid by the original purchaser, including sales charge. 


In addition, on the day of the deposit of the Bonds compris- 
ing the portfolio of any series of the Fund (or delivery 
statements relating thereto and funds for the purchase 
thereof), the Sponsor will instruct the Trustee that, in the 
event the Sponsor as the owner of units of any such series, 


which have not previously been sold to the public, shall 
tender such unsold units to the Trustee for redemption in an 
amount that will reduce the net worth of such series to less 
than 40% of the principal amount of Bonds originally depos- 
ited therein, the Trustee shall terminate such series in the 
manner provided in the Indenture relating thereto and the 
Sponsor will refund, on demand, to each purchaser of units 
of any such series, the entire sales charge paid by such 
purchaser without any deduction whatsoever. 


In light of these representations and undertakings, Appli- 
cants request that the Commission issue an order exempt- 
ing all series of the Fund (Series 1 and subsequent series) 
from the provisions of Section 14(a) of the Act subject to 
future series being substantially identical in all material 
respects to Series 1 except as to size, number of units, and 
identity of portfolio bonds. 


Rule 19b-1 


Rule 19b-1 provides in substance that no registered invest- 
ment company which is a “regulated investment company” 
as defined in Section 851 of the Internal Revenue Code 
shall distribute more than one capital gain dividend in any 
one taxable year. Paragraph (b) of the Rule contains a 
similar prohibition for a company not ‘a regulated invest- 
ment company” but permits a unit investment trust to 
distribute capital gains dividends received from a “regulated 
investment company” within a reasonable time after receipt. 


From time to time Bonds in portfolio of a series of the Fund 
may be redeemed by the issuer thereof or may be sold by 
the Trustee for the purposes of providing either investment 
stability, as described below, or funds for the redemption of 
units, or if such Bonds are the subject of advanced refund- 
ing. These transactions may give rise to a problem under 
Rule 19b-1 when the funds distributed from a Principal 
Account involve a long-term capital gain since in order to 
comply with the literal requirements of the Rule, a series of 
the Fund would be forced to hold any monies which would 
constitute capital gains upon distribution until the end of its 
taxable year. The Applicants contend that such a practice 
would clearly be to the detriment of the certificateholders. 


The Indenture establishes record and distribution dates for 
the distribution to certificateholders of their pro rata share of 
the cash balance of the Interest and Principal Accounts 
computed as of such record dates. Since the Trustee has 
no authority to reinvest funds received upon the disposition 
of Bonds, it is in the best interests of certificateholders that it 
be permitted to distribute such funds as provided by the 
Indenture. Initially it is contemplated that distributions will be 
made semiannually from the Principal Account and monthly, 
quarterly or semiannually from the Interest Account, depend- 
ing upon the plan of distribution chosen by certificateholders. 


Applicants state that distributions of principal constituting 
capital gains to certificateholders may arise in the following 
circumstances: (1) early retirement and advanced refunding 
of Bonds (as well as the sale of Bonds which are the subject 
of advanced refunding); and (2) sale of Bonds in order to 
provide funds necessary to meet redemptions by certificate- 
holders. Applicants state that capital gains in most cases 
are not anticipated to arise from sales of Bonds made by the 
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Trustee at the request of the Sponsor to provide stability, 
i.e., after default in payments of principal or interest on such 
bonds or the occurrence of other market or credit factors 
which, in the opinion of the Sponsor, would make retention 
of such Bonds in the Fund detrimental to the interests of the 
certificateholders. 


The primary objective of the Fund is tax-exempt income 
through an investment in tax-exampt bonds. In the case of 
normal distributions, it is expected that virtually the entire 
amount will represent interest received on portfolio Bonds. 
Applicants state that when sums are distributed from the 
Principal Account, the amount thereof which represents 
long-term capital gains will be minimal in comparison to the 
total amount of the distribution, and will have been realized 
almost entirely as a result of activities of persons other than 
the Fund, the Sponsor or the Trustee. Accordingly, Appli- 
cants request that the Commission grant an exemption from 
the provisions of Rule 19b-1 to permit distributions to be 
made as proposed under the Indenture for Series 1 and for 
such additional series as may be created in the future, since 
the dangers against which Rule 19b-1 is intended to guard 
do not exist in the situation at hand. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion may, upon application, conditionally or unconditionally 
exempt any person, security, or transaction, or any class or 
classes of persons, securities, or transactions from any 
provisions of the Act or of any rule or regulation under the 
Act, if and to the extent such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 13, 1976, at 12:30 P.M., 
submit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon the Applicants at the 
address stated above. Proof of such service (by affidavit, or 
in the case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application herein will be 
issued by the Commission as of course following said date, 
unless the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. Persons, 
who request a hearing or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9408/August 24, 1976 


In the Matter of 


INVESTORS INCOME FUND, INC. 
910 Capitol Street 
Richmond, Virginia 23219 


(811-1060) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT INVESTORS INCOME FUND, INC. 
HAS CEASED TO BE AN INVESTMENT COMPANY 


Investors Income Fund, Inc. (‘Fund’), an open-end diversi- 
fied management investment company registered under the 
Investment Company Act of 1940 (‘Act’), filed an applica- 
tion on June 7, 1976, pursuant to Section 8(f) of the Act for 
an order of the Commission declaring that the Fund has 
ceased to be an investment company as defined in the Act. 


On July 28, 1976, a notice (Investment Company Act 
Release No. 9372) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that the 
Fund has ceased to be an investment company. Accord- 
ingly, 


IT |S HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Investors Income Fund, Inc. shall 
cease to be in effect. 


For the Commission, by the Division of investment of 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9409/August 24, 1976 


In the Matter of 

FFV ACCUMULATION PLAN 

One Wall Street 

New York, New York 10005 

(811-1411) 

ORDER PURSUANT TO SECTION 8(f) OF THE ACT 


DECLARING THAT FFV ACCUMULATION PLAN HAS 
CEASED TO BE AN INVESTMENT COMPANY 
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FFV Accumulation Plan (‘Applicant’) registered under the 
Investment Company Act of 1940 (“Act”) as a unit invest- 
ment trust, filed an application on June 14, 1976, pursuant 
to Section 8(f) of the Act for an order of the Commission 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. 


On July 28, 1976, a notice (Investment Company Act 
Release No. 9373) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. Accord- 
ingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of FFV Accumulation Plan shall 
cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9410/August 24, 1976 


In the Matter of 


FIRST FUND OF VIRGINIA, INC. 
910 Capitol Street 
Richmond, Virginia 23219 


(811-1412) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT FIRST FUND OF VIRGINIA, INC. HAS 
CEASED TO BE AN INVESTMENT COMPANY 


First Fund of Virginia, Inc. ("Fund"), an open-end diversified 
management investment company registered under the 
Investment Company Act of 1940 (‘Act’), filed an applica- 
tion on June 7, 1976, pursuant to Section 8(f) of the Act for 
an order of the Commission declaring that the Fund has 
ceased to be an investment company as defined in the Act. 


On July 28, 1976, a notice (Investment Company Act 
Release No. 9374) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that the 


Fund has ceased to be an investment company. Accord- 
ingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of First Fund of Virginia, Inc. shall 
cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9411/August 25, 1976 


In the Matter of 


TRANSAMERICA CAPITAL FUND, INC. 
TRANSAMERICA INVESTORS FUND, INC. 
TRANSAMERICA FUND SALES, INC. 

P. O. Box 2438 

Los Angeles, California 90051 


(812-3986) 


NOTICE OF APPLICATION PURSUANT TO SECTION 6(c) 
OF THE ACT FOR AN ORDER OF EXEMPTION FROM 
THE PROVISIONS OF SECTION 22(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that Transamerica Capital 
Fund, Inc. and Transamerica Investors Fund, Inc., (the 
“Funds’) open-end, diversified management investment 
companies registered under the Investment Company Act of 
1940 (the “Act’) and Transamerica Fund Sales, Inc. (the 
“Underwriter’), the principal underwriter for the Funds, 
(collectively referred to as the “Applicants’) filed an applica- 
tion on July 9, 1976 and an amendment thereto on August 
2, 1976 pursuant to Section 6(c) of the Act for an order 
exempting Applicants from the provisions of Section 22(d) of 
the Act and the rules thereunder to the extent necessary to 
permit shares of the Funds to be sold without sales charge 
to recipients of life insurance death claim proceeds paid by 
certain life insurance companies. All interested persons are 
referred to the application on file with the Commission for a 
statement of the facts and representations therein, which 
are summarized below. 


The Underwriter is wholly-owned by Transamerica Corpora- 
tion, as are Occidental Life Insurance Company of Califor- 
nia, Transamerica Life and Annuity Company, The Ameri- 
can Life Insurance Company of New York, and Countrywide 
Life Insurance Company and certain other life insurance 
companies (the “Occidental Life Group’). The insurance 
salesmen who sell the Occidental Life Group policies also 
sell shares of the Funds through the Underwriter. 


The offering price of shares of the Funds is currently the net 
asset value per share plus a sales charge, which ranges 
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from 8% to 1% of the public offering price. Applicants 
propose that recipients of death claim proceeds from life 
insurance policies issued by the Occidental Life Group and 
any other life insurance companies which may become 
wholly-owned by Transamerica Corporation be permitted to 
invest those proceeds at net asset value in the Funds, 
within 60 days after payment of those proceeds. 


Section 22(d) provides, in part, that no registered invest- 
ment company shall sell any redeemable security issued by 
it to any person except either to or through a principal 
underwriter for distribution or at a current public offering 
price described in the prospectus, and, if such class of 
security is being currently offered to the public by or through 
an underwriter, no principal underwriter of such security and 
no dealer shall sell any such security to any person except a 
dealer, a principal underwriter, or the issuer, except at a 
current public offering price described in the prospectus. 


Applicants state that no special selling effort and no signifi- 
cant out-of-pocket expense will be involved in connection 
with such sales. In addition, Applicants assert that the 
elimination of a sales charge for such purchases will avoid a 
duplication of sales charges, since life insurance premium 
rates include a sales expense factor. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion may conditionally or unconditionally exempt any per- 
son, security, or transaction, or any class or classes of 
persons, securities or transactions from any provision or 
provisions of the Act or any rule or regulation thereunder, if 
and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 20, 1976, at 5:30 p.m., 
submit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the nature 
of his interest, the reasons for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in the 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be issued as 
of course following said date unless the Commission there- 
after orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive any 
notice and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9412/August 25, 1976 


In the Matter of 


VOYAGER LIFE INSURANCE COMPANY 


and 


VOYAGER VARIABLE ANNUITY FUND 
2255 Phyllis Street 
Jacksonville, Florida 32203 


(812-3876) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 27(a)(3) OF THE ACT 


Voyager Life Insurance Company (“Voyager”), a stock life 
insurance company organized under the laws of Florida, 
and Voyager Variable Annuity Fund (“Fund”), a separate 
account of Voyager registered under the Investment Com- 
pany Act of 1940 (‘Act’) as an open-end diversified man- 
agement investment company, (collectively referred to as 
“Applicants’) filed an application on November 17, 1975, 
and amendments thereto on December 10, 1975, June 16, 
1976, and July 13, 1976, pursuant to Section 6(c) of the Act 
for an order of exemption from the provisions of Section 
27(a)(3) of the Act. 


On July 29, 1976, a notice was issued of the filing of said 
application (Investment Company Act Release No. 9379). 
The notice gave interested persons an pportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No 
request for a hearing has been filed, and the Commission 
has not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the requested order and exemption is appropri- 
ate in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
Applicants be, and are hereby exempted from the provisions 
of Section 27(a)(3) of the Act upon the following condition to 
which Applicants have consented: Voyager will follow sta- 
blished procedures to minimize and prevent the inappro- 
priate replacement of annuity contracts issued by other 
companies. Included in each application for an annuity 
contract will be a statement to be signed by the potential 
purchaser as to whether the proposed annuity will replace 
an existing policy or contract, and a similar statement is 
required to be submitted by the agent. If replacement is 
proposed, a written disclosure statement containing all 
material information, including, but not limited to, a compari- 
son of the existing and proposed contract provisions and 
charges will be furnished the potential purchaser. Voyager 
also will notify the company which issued the existing 
contract that the potential purchaser proposes to make a 
transfer of funds from that company. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9413/August 25, 1976 


In the Matter of 
AMERICAN SPECIAL FUND, INC. 
and 


THE GROWTH FUND OF AMERICA, INC. 
611 West Sixth Street 
Los Angeles, California 90017 


(812-3984) 


ORDER PURSUANT TO SECTION ‘17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM THE 
PROVISIONS OF SECTION 17(a) OF THE ACT. 


American Special Fund, Inc. (“AMSPC”), and The Growth 
Fund of America, Inc. (“GFA”), both open-end, diversified, 
management investment companies registered under the 
Investment Company Act of 1940 (‘Act’), filed an applica- 
tion on July 9, 1976, and amendments thereto on July 16, 
1976, and July 21, 1976, pursuant to Section 17(b) of the 
Act for an order of the Commission exempting from the 
provisions of Section 17(a) of the Act a proposed merger of 
AMSPC into GFA. 


On July 27, 1976, a notice (Investment Company Act 
Release No. 9368) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found, on the basis 
of the information stated in the application, that the terms of 
the proposed transactions are reasonable and fair and do 
not involve overreaching on the part of any person con- 
cerned, and that the proposed transaction is consistent with 
the policies of GFA and AMSPC and with the general 
purposes of the Act. Accordingly, 


{T IS ORDERED, pursuant to Section 17(b) of the Act, that 
the proposed merger of AMSPC into GFA be, and hereby is, 
exempted from the provisions of Section 17(a) of the Act. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9414/August 25, 1976 


In the Matter of 


FOUNDATION STOCK FUND, INC. 
100 North Jefferson Avenue 
St. Louis, Missouri 63103 


(81 1-885) 


ORDER TERMINATING REGISTRATION PURSUANT TO 
SECTION 8(f) OF THE ACT 


On July 20, 1976, a notice was issued (Investment Com- 
pany Act Release No. 9385) stating that the Commission 
proposed, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (‘Act’), to declare by order upon its own 
motion that Foundation Stock Fund, Inc. (“Foundation”) has 
ceased to be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
matter would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
Foundation has ceased to be an investment company. 
Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Foundation Stock Fund, Inc. 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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(812-4013) 
Investment Company Act of 1940 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 9(c) FOR EXEMPTION FROM SECTION 9(a) OF 
THE INVESTMENT COMPANY ACT OF 1940 AND OR- 
DER OF TEMPORARY EXEMPTION PENDING DETERMI- 
NATION OF THE APPLICATION 


NOTICE IS HEREBY GIVEN that White, Weld & Co. 
Incorporated (“White, Weld”) has filed an application pur- 
suant to Section 9(c) of the Investment Company Act of 
1940 (“the Act’) for an order exempting White, Weld from 
the provisions of Section 9(a) of the Act, and for an order of 
temporary exemption from Section 9(a) pending the Com- 
mission’s determination of the application. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations made 
therein which are summarized below. 


Applicant is a registered broker-dealer under Section 15 of 
the Securities Exchange Act of 1934. To the best of 
Applicant's knowledge, Swiss Credit Bank own approxi- 
mately 41% of the voting securities of Societe anonyme 
financiere de Credit Suisse et de White, Weld which owns 
approximately 30% of the capitai stock (including approxi- 
mately 25% of the voting securities) of White Weld Hold- 
ings, Inc. which owns 100% (except directors’ qualifying 
shares) of the voting securities of Applicant. Applicant has 
entered into an agreement, dated as of August 1, 1976 to 
act as administrator and distributor (and, accordingly, would 
be deemed to be the principal underwriter) for White, Weld 
Government Fund Incorporated (“WW Government Fund’) 
when WW Government Fund becomes an open-end, diver- 
sified management investment company registered under 
the Act. 


On November 25, 1975, the Commission commenced an 
action in the United States District Court for the District of 
Columbia entitled Securities and Exchange Commission v. 
American Institute Counselors, Inc. et al. (75 Civ. 1965) 
against various defendants, including Swiss Credit Bank, 
alleging violations of various provisions of the federal secu- 
rities laws. Swiss Credit Bank, without admitting or denying 
any of the allegations of the complaint, has stipulated to the 
entry of a Final Order terminating the action against it, with 
prejudice and entered into a Stipulation and Undertaking 
with the Commission. 


The Final Order provides that Swiss Credit Bank shall not, 
directly or indirectly, make use of any means or instruments 
of transportation or communication in interstate commerce 
or of the mails to sell, offer to buy or sell, or carry or cause 
to be carried securities of the Progress Group (as defined in 
the Final Order) except in accordance with the provisions of 
Section 5 of the Securities Act of 1933. The order further 
provides that Swiss Credit Bank shall not transact business 
with any member of the Progress Group when such mem- 
ber is acting as a broker-dealer or investment adviser or is 
engaging in investment company activities unless such 
member has complied with the applicable registration re- 
quirements of he securities laws of the United States. 


Section 9(a) of the Act, insofar as is pertinent here, makes it 
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unlawful for any person, or any company with which such 
person is affiliated, to serve or act in the capacity of 
employee, officer, director, member of an advisory board, 
investment adviser, or depositer of any registered invest- 
ment company, or principal underwriter for any registered 
open-end company if such person is by reason of any mis- 
conduct enjoyed in or continuing and conduct or practice in 
connection with the purchase or sale of any security. 


Section 9(c) provides that, upon application, the Commis- 
sion by order shall grant an exemption from the provisions 
of Section 9(a) either unconditionally or on an appropriate 
temporary or other conditional basis, if it is established that 
the prohibitions of Section 9(a), as applied to the applicant, 
are unduly or disproportionately severe or that the conduct 
of such person has been such as not to make it against the 
public interest or protection of investors to grant such 
application. 


Notwithstanding the filing of its application, White, Weld 
disclaims that Swiss Credit Bank is an “affiliate”, as that 
term is generally applied under the securities laws of the 
United States, or an “affiliated person” as that term is 
defined by the Act, of Applicant. However, were Swiss 
Credit Bank deemed to be an “affiliated person” of White, 
Weld by virtue of Section 2(3) of the Act, White, Weld 
would, to the extent that Section 9(a) of the Act is applicable 
by virtue of the entry of the Final Order against Swiss Credit 
Bank, be ineligible to serve or act in any of the capacities 
set forth in Section 9(a) by reason of Section 9(a)(3) of the 
Act. 


White, Weld submits pursuant to Section 9(c) that the 
prohibitions of Section 9(a) of the Act, to the extent applica- 
ble by virtue of the entry of the Final Order against Swiss 
Credit Bank, would be unduly and disproportionately severe 
as applied to White, Weld and that the conduct of Swiss 
Credit Bank has been such as not to make it against the 
public interest or protection of investors to grant this exemp- 
tion. In support thereof, White, Weld represents that (i) the 
prohibitions of Section 9(a) would deprive WW Government 
Fund of the services of White, Weld as its principal under- 
writer and (ii) neither White Weld, nor WW Government 
Fund participated in any of the alleged conduct set forth in 
the Commission's action. 


The Commission has considered the matter and finds that: 


(1) The prohibition of Section 9(a) may be unduly or 
disproportionately severe as applied to White, Weld in 
that White, Weld did not participate in any of the 
alleged conduct set forth in the Commission's com- 
plaint and that the conduct of Swiss Credit Bank has 
been such as not to make it against the public interest 
or protection of investors to grant the application of 
White, Wled for a temporary exemption from Section 
9(a) pending determination of the application; and 


(2) In order to maintain the uninterrupted services 
provided by White, Weld to WW Government Fund, it 
is necessary and appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act that the temporary order be issued forth- 
with 
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Accordingly, 1T |S ORDERED, pursuant to Section 9(c) of 
the Act, that White, Weld is hereby temporarily exempted 
from any of the provisions of Section 9(a) of the Act 
operative as a result of the entry of the Final Order against 
Swiss Credit Bank in Securities and Exchange Commission 
v. American Institute Counselors, Inc. et al., pending final 
determination by the Commission of White, Weld’s applica- 
tion for an order exempting White, Weld from any of the 
provisions of Section 9(a) operative as a result of the entry 
of such Final Order. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 30, 1976, at 5:30 p.m., 
submit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon White, Weld care of Stephen R. Volk, Es- 
quire, 53 Wall Street, New York, New York 10005. Proof of 
such service (by affidavit or in the case of an attorney at iaw 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of the 
Application herein will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission's own motion. Per- 
sons who request a hearing or advice as to whether a 
hearing is ordered will receive notice of further development 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9416/August 26, 1976 


In the Matter of 

WHITE, WELD & CO. INC. 

One Liberty Plaza 

91 Liberty Street 

New York, New York 10006 

(812-4012) 

Investment Company Act of 1940 

NOTICE OF FILING OF APPLICATION PURSUANT TO 


SECTION 9(c) FOR EXEMPTION FROM SECTION 9(a) OF 
THE INVESTMENT COMPANY ACT OF 1940 AND OR- 


DER OF TEMPORARY EXEMPTION PENDING DETERMI- 
NATION OF THE APPLICATION 


NOTICE IS HEREBY GIVEN that White, Weld & Co. 
Incorporated (White, Weld’) has filed an application pur- 
suant to Section 9(c) of the Investment Company Act of 
1940 (“the Act’) for an order exempting White, Weld from 
the provisions of Section 9(a) of the Act, and for an order of 
temporary exemption from Section 9(a) pending the Com- 
mission's determination of the application. All interested 
persons are referred to the application on file with the Com 
mission for a statement of the representations made therein 
which are summarized below. 


Applicant is a registered broker-dealer under Section 15 of 
the Securities Exchange Act of 1934. To the best of 
Applicant's knowledge, Swiss Credit Bank owns approxi- 
mately 41% of the voting securities of Societe anonyme 
financiere de Credit Suisse et de White, Weld which owns 
approximately 30% of the captial stock (including approxi- 
mately 25% of the voting securities) of White Weld Hold- 
ings, Inc. which owns 100% (except directors’ qualifying 
shares) of the voting securities of Applicant. Applicant has 
entered into an agreement, dated as of August 1, 1976 to 
act as administrator and distributor (and, accordingly, would 
be deemed to be the principal underwriter) for Advance 
Investors Corporation (“Advance Investors’) which will be 
converted, on August 30, 1976, from a closed-end, diversi- 
fied investment company into an open-end, diversified in- 
vestment company registered under the Act. 


On November 25, 1975, the Commission commenced an 
action in the United States District Court for the District of 
Columbia entitled Securities and Exchange Commission v. 
American Institute Counselors, Inc. et al. (75 Civ. 1965) 
against various defendants, including Swiss Credit Bank, 
alleging violations of various provisions of the federa! secu- 
rities laws. Swiss Credit Bank, without admitting or denying 
any of the allegations of the complaint, has stipulated to the 
entry of a Final Order terminating the action against it, with 
prejudice and entered into a Stipulation and Undertaking 
with the Commission. 


The Final Order provides that Swiss Credit Bank shall not, 
directly or indirectly, make use of any means or instruments 
of transportation or communication in interstate commerce 
or of the mails to sell, offer to buy or sell, or carry or cause 
to be carried securitie of the Progress Group (as defined in 
the Final Order) except in accordance with the provisions of 
Section 5 of the Securities Act of 1933. The order further 
provides that Swiss Credit Bank shall not transact business 
with any member of the Progress Group when such mem- 
ber is acting as a broker-dealer or investment adviser or is 
engaging in investment company activities unless such 
member has complied with the applicable registration re- 
quirements of the securities laws of the United States. 


Section 9(a) of the Act, insofar as is pertinent here, makes it 
unlawful for any person, or any company with which such 
person is affiliated, to serve or act in the capacity of 
employee, officer, director, member of an advisory board 
investment adviser, or depositor of any registered invest- 
ment compnay, or principal underwriter for any registered 
open-end company if such person is by reason of any 
misconduct enjoined in or continuing any conduct or prac- 
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tice in connection with the purchase or sale of any security. 


Section 9(c) provides that, upon application, the Commis- 
sion by order shall grant an exemption from the provisions 
of Section 9)a) either unconditionally or on an appropriate 
temporary or other conditional basis, if it is established that 
the prohibitions of Section 9(a), as applied to the applicant, 
are unduly or disproportionately severe or that the conduct 
of such person has been such as not to make it against the 
public interest or protection of investors to grant such 
application. 


Notwithstanding the filing of its application, White, Weld 
disclaims that Swiss Credit Bank is an “affiliate”, as that 
term is generally applied under the securities laws of the 
United States, or an “affiliated person” as that term is 
defined by the Act, of Applicant. However, were Swiss 
Credit Bank deemed to be an “affiliated person” of White, 
Weld by virtue of Section 2(3) of the Act, White, Weld 
would, to the extent that Section 9(a) of the Act is applicable 
by virtue of the entry of the Final Order against Swiss Credit 
Bank, be ineligible to serve or act in any of the capacities 
set forth in Section 9(a) by reason of Section 9(a)(3) of the 
Act. 


White, Weld submits pursuant to Section 9(c) that the 
prohibitions of Section 9(a) of the Act, to the extent applica- 
ble by virtue of the entry of the Final Order against Swiss 
Credit Bank, would be unduly and disproportionately severe 
as applied to White, Weld and that the conduct of Swiss 
Credit Bank has been such as not to make it against the 
public interest or protection of investors to grant this exemp- 
tion. In support thereof, White, Weld represents that (i) the 
prohibitions of Section 9(a) would deprive Advance Inves- 
tors of the services of White, Weld as its principal underwri- 
ter and (ii) neither White Weld, nor Advance Investors 
participated in any of the alleged conduct set forth in the 
Commission's action. 


The Commission has considered the matter and finds that: 


(1) The prohibitions of Section 9(a) may be unduly or 
disproportionately severe as applied to White, Weld in 
that White, Weld did not participate in any of the 
alleged conduct set forth in the Commission's com- 
plaint and that the conduct of Swiss Credit Bank has 
been such as not to make it against the public interest 
or protection of investors to grant the application of 
White, Weld for a temporary exemption from Section 
9(a) pending determination of the application; and 


(2)!n order to maintain the uninterrupted service pro- 
vided by White, Weld to Advance Investors, it is 
necessary and appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act that the temporary order is issued forthwith. 


Accordingly, IT |S ORDERED, pursuant to Section 9(c) of 
the Act, that White, Weld is hereby temporarily exempted 
from any of the provisions of Section 9(a) of the Act 
operative as a result of the entry of the Final Order against 
Swiss Credit Bank in Securities and Exchange Commission 
v. American Institute Counselors, Inc. et al., pending final 
determination by the Commission of White, Weld’s applica- 
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tion for an order exempting White, Weld from any of the 
provisions of Section 9(a) operative as a result of the entry 
of such Final Order. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 30, 1976, at 5:30 p.m., 
submit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon White, Weld care of Stephen R. Volk, Es- 
quire, 53 Wall Street, New York, New York 10005. Proof of 
such service (by affidavit or in the case of an attorney at law 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of the 
Application herein will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission's own motion. Per- 
sons who request a hearing or advice as to whether a 
hearing is ordered will receive notice of further development 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9417/August 26, 1976 


In the Matter of 


THE MEDIC! FUND, INC. 

c/o John L. Goldstone, Esq. 
Cardozo, Goldstone & Cardozo 
488 Madison Avenue 

New York, New York 10022 


(811-1506) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On July 29, 1976, a notice was issued (Investment Com- 
pany Act Release No. 9381) of an application filed on May 
7, 1976, by The Medici Fund, Inc. (“Applicant’), registered 
under the Investment Company Act of 1940 (‘Act’) as an 
open-end, non-diversified management investment com- 
pany, for an order of the Commission, pursuant to Section 
8(f) of the Act, declaring that Applicant has ceased to be an 
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investment company. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter ha ving been considered, it is found that 
Applicant has ceased to be an investment company. Ac- 
cordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of The Medici Fund, Inc. under the Act shall 
forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9418/August 26, 1976 


In the Matter of 


SMITH, BARNEY EQUITY FUND, INC. 


and 


SMITH, BARNEY INCOME AND GROWTH FUND, INC. 
1345 Avenue of the Americas 
New York, New York 10019 


(812-3960) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER EXEMPT- 
ING CERTAIN TRANSACTIONS FROM SECTION 22(d) 
OF THE ACT 


NOTICE IS HEREBY GIVEN that Smith, Barney Equity 
Fund, Inc. (“Equity”) and Smith, Barney Income and Growth 
Fund, Inc. (“Income and Growth”), both Maryland corpora- 
tions registered under the Act as open-end diversified 
management companies (collectively “Funds” or “Appli- 
cants’’), filed an application on May 28, 1976, and amend- 
ments thereto on July 30 and August 24, 1976, pursuant to 
Section 6(c of the Investment Company Act of 1940 (“Act”) 
for an order of exemption from Section 22(d) of the Act to 
the extent necessary to permit the Funds to implement a 
schedule of sales charges which would not apply to certain 
classes of persons. All interested persons are referred to 
the application on file with the Commission for a statement 
of the representations therein which are summarized below 


Equity has operated since its inception, and Income and 
Growth since May 1, 1971, as no-load funds offering shares 


at net asset value without any sales charge being paid by 
purchasers of shares. Smith Barney, Harris Upham & Co. 
Incorporated (Smith Barney), and its predecessor Smith, 
Barney & Co. Incorporated, have acted as distributors of the 
Funds’ shares and Smith, Barney Advisers, Inc., a wholly- 
owned subsidiary of Smith Barney, acts as manager to both 
Funds. Smith, Barney Advisers, Inc. has sub-advisory 
agreements with Smit Barney. 


It is proposed that, in the future, sales charges will be 
imposed on sales of the Funds’ shares. However, all 
shareholders of record as of a cut-off date (to be deter- 
mined) would have the right to make additional investments 
at net asset value at any time without the imposition of any 
sales charge. Persons who were not shareholders prior to 
the cut-off date would be subject to sales charges. How- 
ever, after such a person shall have been a shareholder 
continuously for 24 months, he may make additional invest- 
ments at net asset value without any sales charge, provided 
he is a shareholder at the time of purchase. 


Section 22(d) of the Act provides that registered investment 
companies issuing redeemable securities may sell their 
shares only at a current offering price described in the 
prospectus. Section 6(c) provides, in part, that the Commis- 
sion may conditionally or unconditionally exempt any per- 
son, security, or transaction, or any class or classes of 
persons, securities, or transactions, from any provision of 
the Act, if and to the extent that such exemption is neces- 
sary or appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


The Funds have requested that the Commission issue an 
order pursuant to Section 6(c) of the Act for an exemption 
from the provisions of Section 22(d) of the Act with respect 
to (1) the sale of additional shares of the Funds without a 
sales charge to present shareholders of the Funds as of a 
record date to be set by the Boards of Directors of the 
Funds, and (2) the sale of additional shares of the Funds 
without a sales charge to shareholders who have become 
and remain shareholders for 24 consecutive months subse- 
quent to such record dat and who remain shareholders at 
the time of the purchase of such additional shares. 


Applicants state that the distinction the proposed plan 
makes between existing shareholders and new sharehold- 
ers is based on the difference in the cost of selling an 
additional share to a present shareholder and the cost of 
selling the first share to a non-shareholder. Applicants 
assert that no slaes effort or explanation by salesmen is 
necessary for additional purchases by existing investors, 
and that, for new shareholders, shares purchased in the first 
24 months will be available with a sales charge somewhat 
below that imposed by other funds with standard sales 
charges. With respect to group programs as permitted by 
Rule 22d-1(a) and (b),/which own shares prior to the cut-off 
date or which become and remain shareholders subsequent 
to the cut-off date for 24 consecutive months, Applicants 
contend that there is an absence of selling costs incurred in 
adding a new person to the persons for whose benefit such 
programs hold the shares, which justifies the non-imposition 
of a sales charge on purchases of shares for the benefit of a 
new person covered by such a program. 
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Applicants assert that the proposed plan has certain bene- 
fits for existing shareholders, new shareholders and the 
Funds themselves. For existing shareholders the “no-load” 
status of the Funds is preserved; new shareholders may 
invest at “no-load” after 24 months; and the Funds will have 
a broader and more effective sales effort to reverse a 
downtrend in sales and return to a positive cash flow. 
Finally, Applicants also contend that, by exempting the 
shareholder who has held shares for 24 months from future 
sales charges, interest by longer term holders is encour- 
aged and continuing compensation to salesmen when their 
services are no longer required is eliminated. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 20, 1976, at 5:30 p.m. 
submit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order a 
hearing thereon. Any such communication shoud be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in the 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be issued as 
of course following said date unless the Commission there- 
after orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 530/August 23, 1976 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12711/August 23, 1976 
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LITIGATION 





Litigation Release No. 7530/August 20, 1976 


United States v. Berkson et al. 
75 Crim. 608 (S.D.N.Y.) 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission and 
Robert B. Fiske, Jr., United States Attorney for the Southern 
District of New York, announced that the Honorable John M. 
Cannella, United States District Judge for the Southern 
District of New York, has sentenced Robert Berkson (‘Berk- 
son’), Maurice Rind (“Rind”) and James Gallentine (“Gal- 
lentine’). 


Berkson was sentenced, on July 21, 1976, to a term of 
imprisonment of five years, imposition of which was sus- 
pended, five years probation, and was fined $25,000. Rind 
was sentenced, on July 22, 1976, to a term of imprisonment 
of 18 months and was fined $10,000. On August 3, 1976, 
Gallentine was sentenced to a term of imprisonment of 15 
months, imposition of 12 months of such sentence being 
suspended, and was fined $1,500. 


Berkson and Rind were convicted by a jury, on June 9, 
1976, on eight counts of an indictment charging them with 
(1) conspiracy to violate the federal securities laws, (2) 
substantive violations of the anti-fraud provisions of the 
federal securities laws, (3) mail fraud, and (4) interstate 
transportation of forged securities. 


Gallentine had pled guilty to one count of the indictment on 
April 26, 1976, prior to the start of the trial. 


For further information, see Litigation Releases Nos. 6955 
and 7477. 





Litigation Release No. 7531/August 24, 1976 


S.E.C. v. KENNETH BOVE & CO., INC. 
72 Civ. 2287 (MP) 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission an- 
nounced that on July 21, 1976 the Honorable Milton Pollack 
of the United States District Court for the Southern District 
of New York, signed a default judgement of permanent 
injunction against Kenneth Bove & Co., Inc. (“Bove & Co.”), 
a New York corporation previously registered with the 
Commission as a broker-dealer. 


The Commission's Complaint, filed on May 25, 1972, al- 
leged that defendant Bove & Co. violated the net capital 
provision of the Securities Exchange Act of 1934. The 
Commission sought a permanent injunction and requested 
the appointment of a receiver for Bove & Co. 
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On August 10, 1972, the Securities Investors Protection 
Corporation (“SIPC”) filed an application in the case assert- 
ing that the customers of Bove & Co. were in need of the 
protection afforded by the Securities Investors Protection 
Act of 1976. As a result, William W. Golob was appointed as 
SIPC trustee to liquidate Bove & Co. and is presently 
continuing such liquidation. 


The default judgement of permanent injunction was based 
on the fact that defendant Bove & Co. had failed to file an 
answer or move with respect to the Commission's Com- 
plaint. 


In a related administrative proceeding, the Commission on 
June 22, 1976 had revoked Bove & Co.'s broker-dealer 
registration for failure to appear at the hearing in that matter. 
(See Securities Exchange Act Release No. 12567). 





Litigation Release No. 7532/August 24, 1976 


SECURITIES AND EXCHANGE COMMISSION v. TIMKIN, 
C.A., et al. (United States District Court for the District of 
Columbia) 


The Securities and Exchange Commission today an- 
nounced the filing of a Complaint in the United States 
District Court for the District of Columbia seeking injunctive 
and ancillary relief against Timkin, C.A. (“Timkin’), Jack 
Yetman (“Yetman”), Frederick V. Martin, Jr. (“Martin”), 
Financial Planning Associates, GmbH (“FPA”), Interconti- 
nental Profits, Inc. (““Fedonics’). 


The Commission also announced that the Court entered 
Judgments of Permanent Injunction restraining and enjoin- 
ing Timkin and Yetman from further violations of the antif- 
raud provisions of the Securities Exchange Act of 1934 
(“Exchange Act’) and from the registration provisions of the 
Securities Act of 1933 (“Securities Act’). The Court also 
entered a Judgement of Permanent Injunction restraining 
and enjoining Fedonics from further violations of the report- 
ing provision of the Exchange Act. Timkin, Yetman and 
Fedonics consented to the entry of the Court's Judgements 
and Orders without admitting or denying the allegations in 
the Commission's Complaint. 


The Commission's Complaint alleges various violations of 
Sections 5 and 17(a) of the Securities Act and Section 10(b) 
of the Exchange Act and Rule 10b-5 promulgated thereun- 
der against Timkin, Yetman, Martin, FPA, CP and Sedimair 
in connection with a series of transactions beginning in 
1972. The Complaint alleges that Yetman, who is the 
principal shareholder of Timkin which in turn was the 
principal shareholder of International Waste Controls, Inc., 
(“IWC”), and Martin, who served as IWC’s President, 
caused IWC to file registration statements with the Commis- 
sion which were materially false and misleading. !n this 
regard, it is alleged that the IWC registration statements 
failed to disclose, among other things, that Yetman, who 


has been convicted of a criminal violation growing out 
of a securities case and who has been the subject of two 
prior Commission enforcement actions, was the de facto 
chief executive officer of IWC. Moreover, the Complaint 
alleges that the IWC registration statement failed to disclose 
that Timkin was controlled by Yetman, that the amount of 
proceeds to be allocated to IWC research and development 
would be insufficient to bring IWC’'s principal product up to 
environmentally and commercially acceptable standards 
and that IWC assets had been ceded to Yetman-controlled 
interests without payment by those interests. 


The Complaint also alleges that Sedimair, a West German 
national who owned and controlled FPA and ICP which 
acted as broker-dealers, his two brokerage firms, Yetman, 
Martin and Timkin engaged in the offer and sale of IWC 
securities to West German nationals during the period prior 
to the filing of the IWC registration statement, durin the 
period in which it was being processed by the Commission 
and prior to the Commission declarin the registration state- 
ment effective, all in violation of the registration provisions of 
the Securities Act. It is also alleged that each of the above 
defendants made false and misleading statements to offer- 
ees and purchasers of IWC stock. 


The Commission's Complaint also alleges that Fedonics, 
although it had received and used the proceeds from the 
offering, failed to timely issue stock certificates to the 
purchasers of its securities in an offering, made through 
Sedimair, to West German nationals. It is also alleged that 
Fedonics failed to comply timely with the reporting require- 
ments of the Exchange Act. 


In addition to the entry of the Order of Permanent Injunction 
against Yetman, the Court ordered certain ancillary relief as 
to him including his undertaking not to be associated as an 
officer or director with any public company for a period of 
two years from the date of the entry of the final Judgment 
and Order. The Court also ordered that Fedonics undertake 
to place in an escrow account the proceeds from any future 
sales of its securities and to not withdraw those proceeds 
from escrow prior to the issuance of stock certificates to the 
purchasers thereof. Additionally, the Court also ordered that 
Fedonics make filings with the Commission which are 
complete and accurate in all material respects. 





Litigation Release No. 7533/August 24, 1976 


United States v. Ben Steele (U.S.D.C., D.C. Criminal No. 
75-667) 


Ear! J. Silbert, U.S. Attorney for the District of Columbia, 
and Paul F. Leonard, Administrator of t Washington Re- 
gional Office of the Securities and Exchange Commission 
announced that on June 24, 1976, a petit jury in the District 
of Columbia found Ben Steel (Steele) of Alexandria, Vir- 
ginia. guilty of twelve counts of mail fraud. On July 1, 1976, 
the Honorable John H. Pratt, United States District Judge 
for the District of Columbia, sentenced Steele to two to ten 
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years imprisonment. 


Steele, the founder and president of the National School 


Lunch Company (‘National School’), was charged with: 


making false representations to public investors in National 
School which included, among other things, the following: 
that he had invented and patented a freezer-oven that 
would revolutionize institutional feeding throughout the 
United States; that he had millions of meals under contract 
for the 1971-72 school year; and that National School would 
derive a profit of 3 1/2 cents per meal. Based on these and 
other misrepresentations, investors were persuaded to pur- 
chase National School stock for the alleged purpose of 
financing the production of the freezer-ovens. Approximately 
$700,000 worth of stock was sold for cash. In addition, land 
with an appraised value of $1,000,000 was conveyed to the 
corporation in exchange for worthless stock. 


For further information see Litigation Release No. 7123. 





Litigation Release No. 7534/August, 1976 
U.S. v. STEPHEN J. BURNS (E.D. Mo. 76-169 CR (4)) 


Barry A. Short, United States Attorney for the Eastern 
District of Missouri, and William D. Goldsberry, Administra- 
tor of the Chicago Regional Office of the Securities and 
Exchange Commission, announced that on August 16, 
1976, Stephen J. Burns, former president of Investment 
Securities Corporation (“ISC"), entered a plea of guilty to 
one count of submitting a false financial statement to the 
Securities and Exchange Commission in May 1974. 


The financial statement submitted by Burns on behalf of 
ISC, a St. Louis, Missouri broker-dealer firm that is being 
liquidated under the provisions of the Securities Investor 
Protection Act of 1970, concealed the existence of an 
officer's loan made to Burns in the amount of $29,500.00. In 
entering his guilty plea, Burns admitted that in March 1974, 
he issued his personal check in the amount of $29,500.00 to 
ISC, which check purported to be a repayment of the 
officer's loan to him. There were insufficient funds in his 
checking account to cover that check and on April 2, 1974, 
Burns received another officer's loan from ISC in the 
amount of $30,000.00, the proceeds of which loan were 
used to cover the repayment of the March 1974 $29,500 00 
loan. 
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Sentencing for Burns was set for September 7, 1976. 





Litigation Release No. 7535/August 26, 1976 
U.S. v. EDWARD A. WHITE, et al. (E.D. Mo. #76-67 CR (2)) 


Liam S. Coonan, Attorney-In-Charge of the St. Louis Organ- 
ized Crime Strike Force, and William D. Goldsberry, Admin- 
istrator of the Chicago Regional Office of the Securities and 
Exchange Commission, announced that on August 20, 1976 
sentence was imposed upon Edward A. White, Julian M. 
White and William W. Baker. On July 29, 1976 a jury had 
returned guilty verdicts against each of these three defend- 
ants on each charge for whc ch they had been indicted. 


Edward A. White, a resident of St. Louis County, Missouri, 
was convicted on 14 counts which charged him with 
securities fraud, mail fraud, wire fraud and violations of the 
record-keeping provisions of the Federal securities laws. 
Julian M. White, also a resident of St. Louis County, 
Missouri, was convicted of 10 counts which charged him 
with mail fraud, wire fraud, violations of the bookkeeping 
provisions of the securities laws and with making a false 
statement to the Commission. William W. Baker, St. 
Charles, Missouri, was convicted of 9 counts which charged 
him with securities fraud, mail fraud and violations of the 
record-keeping proviisons of the securities laws. 


Federal Judge John K. Reagan sentenced Edward A. White 
to twelve years imprisonment. Imposition of sentence was 
suspended as to four counts of which Edward A. White had 
been convicted and a total of five years probation was 
applied as to these violation Both Julian M. White and 
William W. Baker were sentenced to five years imprison- 
ment. 


The twelve year prison sentence of Edward A. White is to 
run concurrently with a seven-year sentence imposed on 
Edward A. White on July 7, 1976. That sentence arose from 
an earlier trail and conviction of (1) conspiracy to violate the 
Federal securities laws, bank fraud, mail fraud and wire 
fraud statutes prohibiting the transportation of monies taken 
by fruad; (2) bank fraud; and (3) perjury 


Edward A. White was the president, Julian M. White the 
chairman of the board, and Baker a bookkeeper-cashier of 
White & Company, Inc., a former broker-dealer whose 
registration was revoked by the Commission in November 
1972. 
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